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GOING UP TO BRING COSTS [) 


Another step in the march toward eco- 
nomic nuclear power is made in the 
mountains of Western Pennsylvania as 
the containment vessel for the Saxton 
Experimental Reactor is completed. 


The Saxton plant will provide a flex- 
ible nuclear facility toward the more 
complete development of water cooled 
reactors. 


This privately financed reactor, which 
is being ‘“‘hooked-on’”’ to an existing tur- 
bine at the Saxton Station, will be own- 
ed and operated by the Saxton Nuclear 

_Experimental Corporation *(SNEC), a 
non-profit subsidiary of the General 
Public Utilities System. 


Westinghouse Electric Corporation 
has prime responsibility for reactor 
plant design and construction, and will 
work jointly with SNEC in conducting 
the development program. Gilbert As- 
‘sociates is architect-engineer and con- 
struction manager. 
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30% COMPLETE 


SYSTEMS TESTING 
UNDERWAY 


‘core mocked-up in critical facility. 300,000 fuel pellets fabricated M0 seen 
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Control drives designed, tested, buii 


Dresden completed on time, on budge? 
by General Electric project managemert 


Utilities can now factor nuclear power stations into their Major construction was completed within 13 da: s—crit- 
system planning schedules, confident that they will be reli- icality achieved within three days—of the schedule . target 
able power sources, constructed on schedule, and built for a date set by G.E. 42 months earlier. Dresden reach: | rated 
firm price. General Electric’s successful completion of the power of 180,000 kilowatts net on June 29, 1960, {- ‘lowing 
Dresden Station for Commonwealth Edison and the Nuclear = an _extensive planned testing program. On Octo er 12, 
Power Group*—on time, within budget—has proved this Dresden was formally dedicated and is now servi’ 4s 4 
possible. reliable addition to Commonwealth Edison’s system. 
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Lower Nuclear Power Costs 
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‘Tests begun at APED Vallecitos lab. Pressure vessel falggeated 
ciform control rod fabricated. Dresden 

sample system redesigned. _—In-core instrumentation developed, 
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RING con$TRUCTION 


Atomic Energy Commission issues 
construction permit CPPR-2 after 
safeguards review of site and pre- 
liminary plant design. Certificate of 
Convenience and Necessity issued 
by State of Illinois for plant con- 
struction. 


Sanitary Water Board, State of Iili- 
nois, issues permit for sanitary 
sewerage system. Preliminary Haz- 
ards Summary Report submitted by 
Commonwealth Edison Company to 
Atomic Energy Commission. 


U.S. Army Corps of Engineers issue 
permit for intake and outfall canals. 
Atomic Energy Commission issues 
license to store fuel et site. Certifi- 
cate of Registration received from 
illinois Department of Public Health. 


A Ger ral Electric project management team coordinated generation or atomic products, contact your nearby G-E 
} e myrd complexities of building this first large-scale Sales Office or write to General Electric Company, Atomic 
rt huclear ower station. Planning, development, design, con- Power Equipment Dept., San Jose, California. 132-07 


“ eg and scheduling of products and vere from more * American Electric Power Service Corp., Central Illinois Light Co., Illinois 
.3—erit@Bhan 15; suppliers and sub-contractors, were directed and Power Co., Kansas City bey and Light Co., Pacific Gas and Electric Ca., 


by the project management team. Bechtel Corpo- —_Union Electric Company i, Bechtel Corp. 
{ ratedfMation w the engineer-constructor. 


{ Hlowingm For 4: . detailed story of the Dresden Nuclear Power Progress Is Our Most /mportant Prodvet 


ver 12 lation, «rite General Electric Co., Schenectady 5, N. Y. 


i aS rochure GED.4275. For further information about A L LE CT C 


eneral .lectric’s capabilities in the field of nuclear power 
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. regulated utility industries were 
probably the first of all segments of 
the business community to feel the impact 
of the recent presidential election victory 
of John F. Kennedy. While the votes in 
the doubtful states were still being count- 
ed, the President-elect promptly assumed 
command of his rapidly crystallizing ad- 
ministration structure by announcing a 
list of appointments on Veterans Day, 
November 11th. 


Amonc these appointments, handed 
down from Hyannis, Massachusetts, was 
a name long familiar in the field of regu- 
lation. This was James .M. Landis, who 
is now conducting a study of the effective- 
ness of federal regulatory agencies. He 
was immediately recalled in regulatory 
circles for his previous tenure as chair- 
man of the Securities and Exchange Com- 
mission (succeeding in that post the first 
chairman of the SEC, Joseph P. Kennedy, 
father of the President-elect). Landis was 
also chairman of the Civil Aeronautics 
Board, former dean of the Harvard Law 
School, and a subsequent business asso- 
ciate of the elder Kennedy. 


Att of this suggests that the junior 
Kennedy was neither improvising nor 
acting on sudden impulse when he moved 
so boldly and promptly into the area of 
regulatory reform. It clearly indicates 
that this matter had long been on the 
mind of the future President and prob- 
ably in the forefront of his plans for 
molding, if not improving, the effective- 
ness of the federal regulatory commis- 
sions. More than that, the brief time limit 
simultaneously announced for Landis to 
report on proposed changes in the regu- 
latory setup (December 15th) would sug- 
gest that Landis had been working on this 
project even before the election. What- 
ever Landis may recommend to the Presi- 
dent-elect, his own considerable back- 
ground in posts of regulatory responsi- 
bility should be a check against the 
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temptation—sometimes seen in the pro- 
posals of well-meaning reformers who 
have no regulatory background—to go 
too far in any given direction. 


HE President-elect is obviously con- 

cerned about such matters as regula- 
tory lag, improper influence, irregular 
contacts, and procedural laxities. Mr. 
Landis touched all of these bases in a 
speech before the American Bar Associa- 
tion in Washington, D. C., last August, 
which should provide a valuable clew to 
his forthcoming report to the President- 
elect. Landis told the nation’s leading 
lawyers at the Washington meeting last 
summer that the regulatory rules of evi- 
dence should be tightened to shorten pro- 
ceedings, cut down voluminous records, 
and reduce the cost. And at the same time 
he was not in favor of putting regulatory 
proceedings in a strait jacket of strict 
courtroom rules applicable to jury trials. 


Lanpis_ favored giving examiners 
greater authority, cutting down repeti- 
tious argument and proof by government 
staff, as well as tactical delays and the 
duplication which result from automatic 
appeal of examiners’ decisions. He also 
indicated a low opinion of opinion-writ- 
ing machinery, thereby favoring individ- 
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See Your Rambler Dealer 
or phone or write 


FLEET SALES DEPARTMENT—Dept. J-128 
\MEICAN MOTORS CORPORATION 


14250 Plymouth Road, Detroit 32, Michigan 


Fleet operators’ own figures show Rambler is the 
souncest fleet buy. Initial costs are lower and re- 
sale vxlue is higher. The All-New Rambler Ameri- 
can i. the lowest-priced U.S.-built car, and all 
Ram!'er models are priced below comparable 
mode's of other manufacturers. Rambler’s record- 
break ng economy means more miles per gallon. 
You «ave on maintenance costs, too. Fleet exec- 
utive’ rate the quality-built Rambler the most 
troub 2-free car. Once you put a new Rambler to 
work n your fleet, you’ll order more Ramblers. 
Fleet »wners always do. Better investigate today. 


Rambler Classic Super 4-Door Station Wagon—6 or V-8 


Rambler American Deluxe 
2-Door Sedan 


Strongest Guarantee 
In Auto History! 


On all new Ramblers, the former standard 
warranty of 90 days or 4,000 miles is extended 
to 12 months or 12,000 miles, whichever 
occurs first. This warranty does not cover 
tire replacement covered by another warranty, 
nor normal maintenance. 


New Ceramic-Armored muffler and a 
are further guaranteed against defects for the 
life of the car while the original buyer owns it. 


‘Fleet Leasing 
Arrangements Available 


_If your firm leases fleet units, ask your leasing 
_ company for low Rambler rates or write us for the 
_ names of leasing companies with whom we have 
working arrangements for your convenience. __ 
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PAGES WITH THE EDITORS (Continued) 


ual opinion responsibility, rather than the 
anonymous and generalized versions that 
are turned out by opinion-writing divi- 
sions. Just how many of these ideas will 
find their way into the forthcoming re- 
port of Mr. Landis is debatable, but they 
are certainly factors to be anticipated. 


bi oes opening article in this issue deals 
with an aspect of regulatory commis- 
sion operation which is not too often con- 
sidered—public relations. We have grown 
accustomed to thinking about public re- 
lations as a function of business or in- 
stitutional operation apart from govern- 
ment regulation. The idea that the 
regulators themselves need a favorable 
climate of public understanding in order 
to do their work properly and effectively 
is not generally understood. Perhaps if it 
were it would be more widely accepted. 


THE leading article in this issue comes 
to us from a member of the IIlinois 
Commerce Commission, Cyrus J. COLTER. 
Born in Noblesville, Indiana, in 1910, he 
studied at Ohio State University and took 
his law degree at Chicago University be- 
fore entering the armed services in 1942. 
After combat service in Italy, and dis- 
charge with the rank of Artillery Captain, 
COMMISSIONER COLTER started to practice 
law in Chicago in 1946 and was appointed 
to the Illinois Commerce Commission by 
the then Governor Adlai E. Stevenson. 
He was reappointed to his present term 
by Governor William G. Stratton. 


* * * 


_. aspect of regulatory operation 
which is sure to command attention 
in any overall study of the effectiveness 
of the commissions is the background of 
the commissioners themselves. Dr. Lin- 
coLN SmitH of New York University 
has been devoting himself for some years 
to a series of studies of various profes- 
sional backgrounds of regulatory com- 
missioners. In his article beginning on 
page 871 he deals with the question of 
whether regulatory commission _ staff 
members make good commissioners when 
they are promoted to the top rank of the 
commission itself. Dr. SMITH is a na- 
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tive of Maine, a graduate of Bowdoin, 
and holds a PhD degree in political sci- 
ence from the University of Wisconsin. 
He has written a great deal in the field 
of regulatory administration and is now 
teaching political science at New York 
University and pursuing research work. 


* 


HARLES B. SAUNDERS, whose article 

on the telephone household appears 
on page 889, is associate professor of 
business administration at the University 
of Kansas, from which he is presently on 
leave of absence for marketing research 
work in the area of behavioral science 
techniques at Harvard University. He 
holds a degree of doctor of business ad- 
ministration from Indiana University, 
and has taught at the summer manage- 
ment training programs of the United 
States Independent Telephone Associa- 
tion at the University of Kansas. This 
author has followed up an earlier study 
on the telephone subscriber market with 
a rather extensive survey of character- 
istics of 270 households in Lawrence, 
Kansas. While these may not be typical 
of the national pattern, they do point to 
some interesting and significant indica- 
tions of choice. 


THE next number of this magazine will 
be out December 22nd. 


Ihe 


PUBLIC UTILITIES FORTNIGHTLY—DECEMBER 8, 1960 


: 
f 
t 
; 
8 


Which Pioneer service do you need 
to complement your own staff? 


DESIGN AND CONSULTING ENGINEERING SERVICES 


ar 


eer specializes in designing power plants and offers design service for fossil 

hydro and atomic plants. It will also assist in forecasting load growth, in 
selection, in purchasing and expediting of equipment and construction 
agement. Pioneer’s other services include substation, transmission and 
-ibution studies and design. 


RVICES IN REGULATORY MATTERS 


\eer offers its services in all phases of Federal, State and local utility regula- 

including natural gas and electric rate matters, certificate proceedings, 
ised project accounting requirements, depreciation studies for rate case 
income tax purposes, cost allocations and special studies. 


RPORATE SERVICES 


eer offers its services as business and management consultants; stock transfer 
dividend disbursing agents; financial, accounting and tax consultants. 


Write for Booklet ‘“‘prIoNEERING NEW HORIZONS IN POWER” 


Serving Electric Utilities and 
Industrial Power Users Since 1902 


Fioneer Service & Engineering Co. 


231 SOUTH LA SALLE STREET ¢ CHICAGO 4, ILLINOIS 
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WHO CONTROLS PUBLIC UTILITY EXPENDITURES? 


With stricter regulatory supervision of utility operation loomin: 
against a prospect of increasing political economic pressure 
in the months ahead, the problem of utility management i: 
maintaining closer direct controls of day-to-day operations ha 
become both obvious and acute. In an effort to find out wha. 
utility companies are doing about this at various executive levels 
Francis X. Welch, editor of Pustic FortNicHT 
has made a survey based on a questionnaire to many utility com 
panies of all kinds. The results, which are discussed in this arti 
cle, clearly indicate that management already has moved de- 
cisively to meet this challenge, especially in the area of plani 
construction, materials and equipment procurement, and that 
it continues to move in that direction. 


SECURITY ANALYSTS—KEY TO UTILITY MONEY COST 
SAVINGS 


Little if any thing can be done by utility companies as a prac- 
tical matter to reduce overall money costs through adjustment 
of existing capitalizations. Therefore, savings in money costs 
are necessarily limited to the issuance of new securities to finance 
expansion. Most utility managements are sufficiently experi- 
enced financially to make a reasonably accurate prediction of 
the probable impact on price-earnings ratio of their financial 
plans, but their judgment in this respect may be less reliable 
than that of professional utility security analysts. Willard F. 
Stanley, financial writer specializing in utilities, thinks that the 
security analyst is i na unique position to assist utility manage- 
ment through advance consideration and appraisal of proposed 
financial programs on a strictly confidential basis. He thinks 
that management could proceed with much greater confidence 
if fortified by the financial opinion of analysts associated with 
investment firms, underwriters, active traders, etc. 


COUNTER RADIOACTIVITY MEASURES AND THE 
ELECTRIC UTILITIES 


It is generally expected that local governments need help in 
appraising the adequacy of civilian defense programs in a nuclear 
age. The national plan for civil defense and defense mobiliza- 
tion has established nonmilitary courses for action, defining the 
role of the federal, state, and local governments, industry, anc 
individual citizens in the event of attack. Ralph V. H. Wood 
director of defense of the Philadelphia Electric Company, give: 
us some idea of the practical approach to be taken by the elec- 
tric power industry in the preparation for national survival. H: 
discusses the hazard of fall-out and radiation. 


AND IN ADDITION .. . Special financial news, digests, and interpretations of court 
and commission decisions, general news happenings, reviews, Washington gossip, and other features of 
interest to public utility regulators, companies, executives, financial experts, employees, investors, and 
others. 
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Do you have a 
Utility 


America is growing. 

Our population is not only increasing 
in numbers, it’s spreading. Industry is 
expanding to meet challenging new 
opportunities. 

And Utilities are faced with enor- 
mous capital expansion to provide for 
the growing needs of industry and 
consumers. 

This is where the Irving can be of 
particular help—by assisting Utilities 


in making the many financial decisions 
incidental to growth. 

Our Analytical Studies, Seminars and 
Round Table Conferences have helped 
many Utilities bring added vitality to 
their capital planning, financing and 
cultivation of the financial community. 


For information, you are cordially 
invited to call our Public Utility De- 
partment at LL 3-2967 or write us at 


Wall Street. 


IRVING TRUST COMPANY 


GeorGE A. MurpHy, Chairman of the Board 


Ce ital Funds over $145,000,000 One Wall Street, New York 15, N.Y. Total Assets over $1,700,000,000 


WILLIAM E. PETERSEN, President 


Public Utilities Department—JOHN F. CuiLps, Vice President in Charge 
MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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. “There never was in the world two opinions alike.” 
—MonTAIGNE 


Henry T. KILLINGSWoRTH “We believe the commercial application of satellite 
Vice president, American Tele- communication is a job for private enterprise. This 
phone and Telegraph Company. new project is another indication of our readiness to 

take on that job and pay our own way.” 


EpITorRIAL STATEMENT “Somehow the politicians in this country, at all levels 

The Wall Street Journal. of government, have got the idea that public finance 
is immune from the forces that govern private finance. 
They appear to think they can spend like crazy and 
completely mismanage their money affairs, with never 
a thought for the morrow when the bills come due— 
a touching innocence indeed.” 


Maurice H. Stans “As the federal Budget Director—and as an Ameri- 
Director, Bureau of the Budget. can and a certified public accountant—I must pass on 
to you a solemn warning. Unless we as a government 
insist right now upon living within our income, we face 
certain hard inevitabilities. Either there will be more 
tax increases, piled on top of our already heavy tax 
load or there will be a mounting national debt and 
growing inflation with disastrous rises in the cost of 
living and a dangerous weakening of our national 
strength.” 


Davin LAWRENCE “Partisan differences among us must be put aside as 
Editor, U. S. News & we approach now the real crisis in American history— 
World Report. the struggle for survival against those in our midst who 
would lead us down the road to bankruptcy, even as 
they broadcast their illusory platitudes about the need 
for ‘moving ahead’ by artificial ‘growth’ to achieve 
‘national purpose.’ . . . The only hope now is that the 
conservatives of both parties in Congress, supported by 
the conservative majority in the nation, will work to- 
gether to save America from financial chaos and defeat 
in the ‘cold war.’ ” 


Joun C. LONGSTRETH “We are on the threshold of a period of the greatest 
Executive vice president, Bell Tele- _ creativeness in our business since the invention of the 
phone Company of Pennsylvania. telephone itself. The adventures of science in the realms 

of time and space are bringing about what amounts to 
another Industrial Revolution. Things are happening 
in the Bell Laboratories and other laboratories of the 
world today that will have as much of an impact on 
history as the invention of the spinning wheel or printing 
press. We are breaking down the barriers of time—and 
truly enlarging our customers’ world through service 
and science. . . . Telephone people have made possible 
the great progress already achieved. The imagination, 
creativity, and work of telephone people will be respon- 
sible for the progress we make in the future.” 
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bughes trucks Dodge has ever built. With tight-fisted Cummins diesels 
nicke! inching Dodge V-8 gasoline engines. Real misers with fuel. And 
it to ; ve you the biggest payloads in the business. In cab forward 
odels |), e this one, 28" from bumper to front axle and 8934” BBC, allows 
ft. tra ‘er in 45-ft. over-all length, 40-ft. trailer in 50-ft. over-all length. 
Kclusive swing-out fenders and 90-degree-opening hood permit ‘‘walk- 
"mainisnance and engine servicing. '61 Dodge trucks are rated from 
800 Ibs GVW to 76,800 Ibs. GCW. Priced to compete with any truck 
bming 0: going. Toughen up your fleet. See your Dodge dealer now! 


A product of Chrysler Corporation. 
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EFFECT OF GAS CONDITIONING 


Effect of Effect of 
Gas Recirculation Gas Tempering 
in Hopper at Furnace Exit 


(Constant Firing Rate) 


(Constant Firing Rate) 


GAS TEMPERATURE, 


GAS TEMPERATURE, 
DEG. F 


+40 


Now —precise heat and temperature control 
—where you need it and when you need it 


PER CENT CHANGE 
IN HEAT ABSORPTION 


PER CENT CHANGE 
IN HEAT ABSORPTION 


B&W engineering concept tempers 
furnace exit gases and controls 
absorption patterns for improved design, 
operating and maintenance 

characteristics 


GAS 


Just as the heating and cooling systems in your home cot 
dition air to provide a moderate, healthful atmosphe 
under the “load” of varying climate... B&W Gas Go 
ditioning provides moderated, balanced gas temperatul 
in the boiler under varying conditions of load, c!:anges# 
fuel characteristics, and varying cleanliness of hea 
absorption surfaces. 

Gas Conditioning is the composite use of “col” flu 
gases recirculated either to reduce gas temperatue at 
furnace exit (gas tempering) or to control heat al sorptior 
relationships between the furnace and the superheatet 
reheater surfaces (gas recirculation). 

Increasing load normally brings up gas tem peratutt 


° 10 20 30 40 50 60 ° 10 20 30 40 50 60 — 
PER CENT GAS RECIRCULATION PER CENT GAS TEMPERING 
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howeve , Gas Conditioning introduces proportioned flue nace heat absorption and thereby maintaining constan 
gas to emper” furnace exit gas to maintain desired tem- steam temperatures for efficient performance. 


rperatur@g peratu: . This greatly reduces ash fouling, corrosion and B&W GAS CONDITIONING has been soundly 

hangesim™teep © tube surfaces in the superheater, guards against proved in operation, and deserves serious consideration i 
of heag§ename!..g of ash on superheater tubes, and permits a any discussion of new boiler design. Additional informa 

signific nt reduction in the high alloy requirements. tion and case history data are available on request. The 

ool” flu As lod decreases, Gas Conditioning recirculates pro- Babcock & Wilcox Company, Boiler Division, Barberton 

ive at tha Portio::d flue gas through the furnace, controlling fur- Ohio. 

sorption 

crheatet 


THE BABCOCK & WILCOX COMPANY 
BOILER DIVISION 
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Twofold Benefits From The 


nalysts Journa 


7, its timely articles by the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better able to 
present your company in its most favorable light if you 
know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 


Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effec- 
tive way to contact this influential group of investment 
specialists than to advertise in their own quarterly Journal. 


To Keep Abreast of Investment Markets 
READ THE ANALYSTS JOURNAL 


To Keep Investment Markets Abreast of Your Company 
ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED FIVE TIMES A YEAR BY THE NATIONAL FEDERATION OF FINANCIAL ANALYSTS SOCIETIES 


THE ANALYSTS JOURNAL 
82 Beaver Street, Room 1512-14 
New York 5, N. Y. 


Gentlemen: 


O Please enter my subscription for one year at the subscription rate 
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CHECK THESE DATES: 


Dec. 12—lInterstate Power Club will hold 
meeting, New York, N. Y. 


Dec. 12-15—American Nuclear Society will 
hold annual winter meeting, San Fran- 
cisco, Cal. 


Dec. 12-15—1960 Atom FairWest will be 
held at the Masonic Memorial Building, 
San Francisco, Cal. 


Dec. 12-15—Industrial Building Exposition 
and Congress will be held, New York, 


Dec. 13—Electric Companies Public Informa- 
tion Program, Steering Committee, will 
hold meeting, Chicago, Ill. 


Dec. 13-14—National Safety Council, Public 
Utilities Section, will hold fall meeting 
of the executive committee, New York, 
N. Y. 


Dec. 13-15—Eastern Joint Computer Con- 
ference will be held, New York, N. Y. 


Dec. 14-16—Atomic Industrial Forum will 
hold annual conference, San Francisco, 
Cal. 


Dec. 14-16—National Rural Electric Co- 
operative Association will hold labor re- 
lations workshop, Wichita, Kan. 


Dec. 15-16—Edison Electric Institute, Resi- 
dential Electric Heating and Air Condi- 
tioning Committee, will hold meeting, 
Cincinnati, Ohio. 


Jan. 8-12—National Retail Merchants As- 
sociation will hold convention, New York, 
N.Y. 


Jan. 9-13—Pennsylvania Gas Association 
will hold gas industry exhibit at state 
farm show, Harrisburg, Pa. 


Jan, 12-14—Edison Electric Institute will 
hold annual women's conference, Chicago, 


Jan. 13—Southern Gas Association, Re- 
search and Development and Employee 
Relations committees, will hold meeting, 
El Paso, Tex. 


Jan. 17—New England Gas Association, 
Operating Division, wiil hold meeting, 
Boston, Mass. 


Jan. 19-20—Edison Electric Institute, In- 
dustrial Relations Committee, will hold 
meeting, St. Louis, Mo. 


Jan. 20—Southern Gas Association, Acci- 
dent Prevention Committee, will hold meet- 
ing, Mobile, Ala. 


Jan. 21-22—Annual Retail Advertising Con- 
ference will be held, Chicago, Ill. 


Jan. 23-24—Industrial Heating Equipment 
Association, Inc., will hold meeting, 
Dearborn, Mich. 


Jan. 23-24—Oklahoma Broadcasters’ Asso- 
ciation will hold meeting, Oklahoma City, 
Okla. 


Jan. 23-26—Canadian Electrical Associa- 
tion, Eastern Zone, will hold meeting of 
all sections, Halifax, Nova Scotia, Canada. 


Jan. 23-27—Doble Engineering Conference 
will be held, Boston, Mass. 


Jan. 25-26—Southeastern Electric Exchange, 
Legal and Claims Committee, will hold 
meeting, Miami Beach, Fla. 


Jan. 26-28—Georgia Radio and Television 
Institute will be held, Athens, Ga. 


Jan, 27—Pennsylvania Gas Association will 
hold midwinter sales conference, Phila- 
delphia, Pa. 


Jan. 27-29—Women's Advertising Clubs will 
hold eastern intercity conference, Phila- 
delphia, Pa. 


Jan. 29-Feb. 2—National Association of 
Home Builders will hold annual conven- 
tion and exposition, Chicago, Ill. 


Jan, 29-Feb. 3—American Institute of Elec- 
trical Engineers will hold winter general 
meeting, New York, N. Y. 
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Aircraft Jet Engine for Gas Compressor 


This specially designed gas turbine used in the compressor station 
of Columbia Gulf Transmission Company (Columbia Gas S‘ys- 
tem) near Clementsville, Kentucky, is powered by. an 
adapted Pratt & Whitney Aircraft J-57 jet engine. 
It provides station with 600 cubic feet of gas a 
day pumping capacity. 
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Public Relations 
From the Regulatory Viewpoint 


By the Honorable CYRUS J. COLTER* 
MEMBER, ILLINOIS COMMERCE 


COMMISSION 


A regulatory commission has a vital interest in promoting a better public 

understanding of its functions and official acts. A favorable atmosphere of 

public opinion is created to the extent that this is done well. The work of 

the commission is made easier by those utilities which continually endeavor 

to do an educational job on spreading popular knowledge about utility and 
regulatory operations. 


T was only shortly after this writer 
entered the regulatory field, some 
eleven years ago, that its importance 

was graphically brought home to me. One 
morning I picked up the daily newspaper 
to see that it carried on its front page a 
story of a substantial rate increase granted 
to a public utility company by the Illinois 
Commerce Commission because, so the 


*For additional personal note, see “Pages with 
the Editors.” 


article stated, the commission had found 
that the earnings of the company were 
substantially below a fair return on the 
fair value of the utility company’s prop- 
erty. 

When I got back to the financial page 
of that very same newspaper, I saw a 
story about that very same company, 
headed “Quarterly Earnings of X Com- 
pany up 14 Per Cent.” That week the com- 
mission received some mail from the con- 
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suming public, and, needless to add, it 
was not all complimentary. 


N° admittedly this was a rare coin- 
cidence, and one for which, possibly, 
no one person was to blame. The com- 
pany could not know just when the com- 
mission’s rate order was coming out, and 
even if it had known, a business quar- 
ter’s end is just that. Possibly the commis- 
sion could not have waited any longer 
to issue its order, for we have a statu- 
tory time limit. Furthermore, the com- 
pany public relations people can only pre- 
pare the news releases and give them to 
the newspapers. There is no guaranty 
that the company’s language or headings 
will finally appear in the printed article. 
This only points up the difficulty of the 
situation. 

But what of the public? We all know 
the success of any worth-while policy 
formulated by a utility company or by 
a regulatory commission rests largely on 
public understanding and confidence. But 
in such a situation as I have just cited, 
there were many facts which the public 
did not have, although, ironically, both 
news articles stated the absolute truth, 
but just did not go far enough. This is 
the point where the remedy must be sup- 
plied. 


HE public, for instance, did not un- 

derstand that there was no necessary 
inconsistency between the two statements: 
that the company had been earning less 
than a fair return on the fair value of 
its property, while, at the same time, its 
quarterly earnings had increased by 14 
per cent. The public could not know that 
(1) the plant account of the company 
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may have increased substantially, and (2) 
that the quarterly report may have con- 
tained some items of nonrecurring rev- 
enue, such as, if the company happens to 
be a gas company, the factor of colder 
weather or, possibly, an expanded mar- 
ket. Granted that this matter of getting 
full information on these complex ques- 
tions to the public may be an ideal, still 
some attempt should be made at least 
to get across the rudimentary facts in so 
vital a matter. 


‘ ~ short, this prefatory statement seeks 
only to point up the pressing concern 
and sensitivity which a public utility com- 
missioner always has on the increasingly 
important subject of public relations. As 
part of a commissioner’s job, he comes 
to know many of the representatives of 
the consuming public; also, many of the 
chief executives, legal counsel, account- 
ants, engineers, and rate experts of the 
various utility companies, but he seldom 
gets to know the people responsible for 
their good public relations. Yet, in this 
field, the commission and the companies 
have very much in common. The people 
who get service from utilities are also 
served by the commissioners as representa- 
tives of government. In both situations, 
it is most important that the public be 
satisfied with the service provided. I am 
convinced that if the public knew what 
we are doing, and why we are doing it, 
our chances of achieving that satisfaction 
would be immeasurably increased. 

The commissioners are generally aware 
of the efforts being made by public utili- 
ties and their industry associations to 
make the public more familiar with the 
gas industry, its progress, and its proj- 
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ects. Industry meetings where individuals 
share experiences, discuss problems, and 
seek to improve operations, are definitely 
in the public interest. 


Illinois Commerce Commission 


HE state of Illinois, historically, has 

been a pioneer in the field of public 
utility regulation. It therefore has a long 
acquaintanceship with the necessity of 
proceeding only upon the basis of broad 
public understanding and support. It 
might be of interest to utility companies 
operating in other states to learn a little 
about the Illinois Commerce Commission 
and its operations. The first Illinois reg- 
ulatory body was the old railroad and 
warehouse commission, created by the 
state legislature in 1871. Two years later 
the legislature empowered the commis- 
sion to establish railroad rates, this state 
thus becoming the first to set mandatory 
rates. 

In 1913 the railroad and warehouse 
commission, by statute, became the IIli- 
nois Public Utilities Commission, and in 
1921 its successor, the Illinois Commerce 
Commission, was created. Each change in 
the form of the commission saw the scope 
of its duties and jurisdiction widened. The 
commission now regulates more than 500 
privately owned public utility companies. 
They include telephone, electric, gas, and 
water companies, as well as motor car- 
riers of property for hire, and the various 
kinds of public transportation companies, 
such as railroads, buses, and intrastate 
air-line operations. 


‘TT commission is made up of five 
members appointed by the governor, 
and confirmed by the senate, to staggered 
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five-year terms, and no one political party 
may be represented at any time by more 
than three members. The commission 
meets in alternate weeks at Chicago and 
Springfield for the convenience of per- 
sons living in widely scattered parts of 
the state and handles as many as 7,000 
cases a year. Decisions made by the com- 
mission must, of course, fit into the frame- 
work of existing laws in Illinois, including 
applicable court decisions. 


Duties of Commission 


HE broad, basic duties of the com- 
mission are twofold: (1) to make 
certain that the customers of the com- 
panies receive efficient and uninterrupted 
public utility service at fair prices, and 
(2) to so regulate the companies that 
they may, in a financially healthy condi- 
tion, continue to provide such service. 
Illinois is a so-called “fair value” state; 
that is, the companies are permitted by 
law to earn a reasonable return upon the 
fair value of their property devoted to 
the public service. But the commission 
must at all times keep the protection of 
the customer in the forefront of its think- 
ing. 
And we must also keep in mind the 
part dependable utility service plays in 
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maintaining the position of Illinois as one 
of the great industrial workshops of the 
nation. The rate of return allowed to the 
companies on the fair value of their prop- 
erty must be sufficient to attract invest- 
ment capital and to maintain good serv- 
ice. 


Thoughts on Public Relations 


7 is against this broad background that 

the question of good public relations 
may be seen to be of such overriding im- 
portance. The whole process of regulation 
presupposes the existence of an informed 
public, a public that knows in a general 
way how this very important govern- 
mental function is carried out. It is un- 
derstandable that not everyone has de- 
tailed knowledge of the more technical 
side of the operation, or of the specialized 
language that seems to grow up around 
much of the subject matter. Yet it is 
regrettable, as some surveys have shown, 
that many people are not even aware of 
the fact that their local gas distribution 
companies are regulated at the state level 
and the rates of interstate pipeline com- 
panies at the federal level. 

But let me here stress a fact which 
should be generally recognized. It is that 
public relations cannot substitute for good 
basic performance in serving the public. 
If service to the public is poor, no amount 
of cleverly worded press releases or other 
public relations techniques will long cover 
up the unpleasant facts. 


i is likewise true that good public re- 

lations cannot long exist with bad em- 
ployee relations. An employee of a gas 
company, or of a regulatory commission, 
is that body to his family, his friends, 
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his neighbors. He represents that organ- 
ization in his actions, his statements, and 
his ideals. The employee is the “grass 
roots” spokesman. So good public rela- 
tions rest on a foundation of continuing 
public confidence in an institution. This 
means the truth must be told and facts 
made available to the public regardless 
of circumstances. 

Good public relations are not built 
upon an attitude which is predatory, anti- 
social, or completely selfish. The company 
exists as part of the community and 
should prosper as the community does. 
We all are citizens of the community, and 
we must be willing to give to it as well 
as receive from it. By its great record, the 
gas industry, the fifth largest industry in 
the nation in terms of invested capital, 
has shown its awareness of these neces- 
sities. 


of Regulation 


NOTHER indication of the interest and 
concern which regulation has in the 
rdle played by public relations people 
within the gas industry is a statement 
made in October, 1956, in a speech to the 
American Gas Association convention in 
Chicago. It was made by our esteemed 
commission chairman, the Honorable 
George R. Perrine. He said: 


It should be the constant goal of an 
association such as this and every mem- 
ber thereof to see to it that proper pub- 
licity is being released daily to the press. 
Articles should be released in magazines 
of wide circulation by the gas indus- 
try. A well-informed press and a well- 
informed public are highly essential. . . . 
much of the public opinion that is gen- 
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erated in and around the average rate 
case is due largely to misunderstandings 
and ignorance of the subject matter. 


It was gratifying to all of the mem- 
bers of the commission to see that some 
months after this suggestion with regard 
to industry publicity made by Chairman 
Perrine, The New York Times, with the 
aid of the American Gas Association, 
did develop and publish material of the 
sort he suggested. In its issue of last 
June 19th, that newspaper published a 
rotogravure supplement, entitled “Gas 
Builds a Greater America.” The subject 
matter dwelt upon the importance of the 
pipeline network in this country, on un- 
derground storage, appliances, reserves, 
etc. 


— type of magazine article 
which performs a worth-while pub- 


lic service and tends to dissipate the at- 
mosphere of potential misunderstanding 
that has been mentioned is one describing 
the operations of your state commission. 
Articles on the Illinois Commerce Com- 
mission have recently appeared in pub- 
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lications of both the Northern Illinois 
Gas Company and Peoples Gas Light & 
Coke Company. Photographs and illustra- 
tions showed the commission members in 
session, its headquarters here and at 
Springfield, scenes at typical hearings, and 
commission staff members at work at 
their various assignments. I understand 
that a similar article recently appeared in 
a publication of a Wisconsin utility, dis- 
cussing operations of the regulatory body 
in that state. 


Relations with Shareholders 
nN’ what of investor relations? In 

addition to communicating with the 
general public and employees, I am sure 
gas utilities give a high priority to investor 
relations. The financial community is 
vitally interested in their business, and 
to an increasing degree in the operations, 
decisions, and viewpoints of regulatory 
commissions as they affect their business. 
We at the Illinois commission are becom- 
ing more and more cognizant of the work 
of security analysts, who sometimes come 
to us for the purpose of getting informa- 
tion to aid them in guiding investors, as 
DECEMBER 8, 1960 
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well as for sharing their views with us 
regarding utility regulation. An indication 
of this type of interest in commission ac- 
tivities was an invitation to our chairman, 
Mr. Perrine, to address a utilities lunch- 
eon forum of the New York Society of 
Security Analysts. At this meeting he 
graphically explained the functions and 
philosophy of our commission. Appear- 
ances of this kind are becoming more 
common generally, and are valuable to 
regulation, the gas companies, the security 
analysts, and the investing public as well. 


Adding Everything Up 


S in general, to sum up, the commis- 
sion is interested in getting any help 
it can in interpreting its functions and 
official acts to an interested public. We 
have a lawful responsibility to discharge 
which has been defined by the legislature 
and the courts—in other words, there are 
things we can and cannot do. But I would 
be less than frank if I did not say that we 
also realize that whatever we do, no mat- 
ter how technical, complicated, and legal 
it may be, must have the broad under- 
standing and confidence of the public— 
the end result must be practicable, real- 
istic, and founded in good common sense. 
After making the fullest use of the tech- 
niques which the legislature and the courts 
have given us to work with, what we 
finally come up with must make sense. So, 
a commissioner who is worth his salt must 
be not only a so-called “expert,” but, with- 
in the framework of the law, a sensitive, 
sensible policy maker. 
The utility companies can also help 
by not overlooking opportunities to ex- 
plain, for instance, what a rate change 


will mean to their own customers. I ap- 
preciate that there is no such thing as an 
“average” customer, but by selecting 
users in the various rate brackets utilities 
can readily indicate in relatively few 
words what will be the result in terms 
of the typical monthly or bimonthly bill. 
This is one of the very best ways to put 
into proper perspective the actual effect 
on consumers of the estimated total an- 
nual increase as set out in the commission 
order. 

We hope utilities will keep up the good 
work of restating facts about filings, fi- 
nancial activities, and other matters in 
words that are understandable to the lay- 
man. Of course, there is a reason for the 
specific legal and technical language that 
appears in documents relating to these 
matters, but properly interpreting them 
presents a fine opportunity to improve 
utility relations with the press and the 
community generally. And please keep in 
mind the public’s right and desire to 
know, with a minimum of delay, the sig- 
nificance of utility applications to the 
commission, appearances before the com- 
mission, and other formal procedures. 
For when facts are missing, rumor 
thrives; and none of us wants to see this 


happen. 


HOPE the utilities will continue their 

efforts to acquaint their various pub- 
lics with the facts on utility operation and 
regulation. To the extent that they do 
this fairly and effectively, they create 
a better atmosphere for the operation of 
their businesses, and, in the ways I have 
indicated, also help the work of the com- 
mission and make it more understandable 
to all. 
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Should Regulatory Commissioners 
Come from Staff Personnel? 


By LINCOLN SMITH* 


There appears to be a modest trend in recent times toward promoting out- 


standing staff experts to commissionerships. The result would seem to be 
conducive to more proficient and efficient commission members. A career 
in public regulation has much to recommend it, especially if it is possible 
to achieve a top spot. But there are differences of opinion as to whether 


LLEGED lack of expertise at the top lev- 
el of independent regulatory com- 
missions has drawn some critical 

comments during the recent investigation 

of this subject by the House Legislative 

Oversight Subcommittee.’ Both incisive 

and superficial remedial suggestions are 

to be found in its interim report. They 
bring into focus once again problems 
of determining ideal requirements for 
commissioners, how to recruit more 
suitable ones, and how to induce them to 
accept appointments and continue to serve 


*Associate professor of political science, New 
York University, New York, New York. For addi- 
tional personal note, see “Pages with the Editors.” 


this is good policy. 


despite the lure of opportunities in other 
employment. 

One criticism has been that too many 
top personnel are mainly politicians un- 
familiar with regulatory administration. 
Their integrity and good intentions are 
said to be poor substitutes for expert 
knowledge needed to direct the work of 
staff specialists, and to make intelligent 
decisions involving technical and complex 
problems at the administrative policy- 
making level. Such criticism is applicable 
to both federal and state agencies. 

In response to a charge that qualifica- 
tions for top personnel are pre-eminently 
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political, this study explores the potentiali- 
ties of a relatively untapped source for 
commissioners—from the staffs them- 
selves. It suggests that elevation of staff 
specialists to the commission level would 
be a good answer to the charge that com- 
missioners are novices who must depend 
upon subordinate tenure employees for 
knowledge. If commissioners were chosen 
who have intimate familiarity with the 
substance of regulation, would they not 
then be truly experts? 


con proposal that commissions should 

consist of solid blocks of experts, 
however, raises some questions which cut 
into basic principles of public administra- 
tion, administrative management, and of 
the entire decision-making process in pub- 
lic and private activity. One of the gen- 
erally accepted of these is that men with 
broad perspective and overall grasp make 
better decisions when advised by experts 
than when experts themselves are charged 
with responsibility for ultimate judg- 
ments. The place of the specialist is said 
to “be on tap but not on top.” This is be- 
cause his vision tends, it is said, to become 
narrow so that he sees the trees but not 
the forest. 

This article is another in a series deal- 
ing with vocational backgrounds of com- 
missioners.’ It considers a proposition 
projected for many years, yet one on 
which surprisingly little has been written. 
The principal sources of information are 
regulators and colleagues working on the 
periphery—men who contributed from 
both practical and theoretical vantage 
points. It will present arguments both for 
and against the greater use of staff-trained 
experts as commissioners. 


DECEMBER 8, 1960 


Studies made twenty-five and thirty 
years ago revealed no cases wherein staff 
members were appointed to top posts on 
state or national commissions.* But a 
growing practice along this line began un- 
der President Roosevelt. President Tru- 
man offered some encouragement. The 
Eisenhower administrations gave it much 
impetus. A report was circulated early last 
year that the Eisenhower administration 
was filling many high-post vacancies with 
civil service employees* mainly because it 
was difficult to fill them in any other way. 
The same trend was noted on the state 
level by surveys in 1954.5 Sporadic pro- 
motions® indicate that some responsible 
authorities recognize individual merit 
more than political availability in the ap- 
pointment of commissioners. 


oon commissioner began his outline 
for appointment of high-quality staff 


personnel to commissionerships as fol- 
lows: 


. . . A staff person will have expert 
knowledge of . . . at least one phase of 
regulatory work. He can, therefore, 
immediately begin to function effective- 
ly as a member of the commission with 
respect to that aspect of the work with 
which he is familiar. The staff member 
is acquainted with substantially all of 
the commission personnel as well as 
with the various processes and proce- 
dures being followed. He is likely, also, 
to be familiar with many of the reg- 
ulatory problems currently facing reg- 
ulatory bodies. Finally, it may be as- 
sumed that a staff member will have 
acquired an objective and open-minded 
approach to the problems of regulation 
that include the active promotion of 
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SHOULD REGULATORY COMMISSIONERS COME FROM STAFF PERSONNEL? 


the appropriate interests of both the 
producers and consumers of utility 
service, on the one hand, and a judi- 
cious consideration in handling conflicts 
of interest that transcend the special 
interests of either of these groups. 
This regulatory approach may be said 
also to recognize to a degree different 
items as variables than is the situation 
in unregulated industry. For example, 
one may view price as a market fact 
to be analyzed and reacted to; in rate 
regulation, however, price or cost is the 
very item to be determined. 


Work at Staff Level Is Good Training 


— as regulation purports to 
protect the public interest, perform- 
ances of staff employees are under close 
scrutiny. Hence, there is ample opportu- 
nity to spot those members dedicated to 
the purposes of the statutes and to elevate 
them. Sometimes staff investigations re- 
veal much about the capacities, initiative, 
and views of the staff members. The re- 
cent congressional subcommittee, for ex- 
ample, has indicated that the staff of the 
Federal Trade Commission “was on the 
right track” in its early investigation of 
a controversial quiz program in 1956- 
58.” 


In yet another way, commission staffs 
offer splendid laboratories to groom out- 
standing employees for top posts. They 
provide formal and one of the most 
ethical means of contact between agency 
and industry, paving the way for legiti- 
mate and proper relationships later. 
When agency workers in subordinate 
capacities meet leaders of industry, they 
do so under circumspect protocol. Gov- 
ernment employees have professional rea- 


sons for contacting industries regulated. 
Theirs are business contacts, but not oc- 
casions for social intermingling. Frat- 
ernization and friendships are inhibited. 
Thus, laudable channels are established 
between agency and industry. When staff 
men go to the top, it is likely that such 
straight and narrow connections will con- 
tinue to prevail. On the other hand, when 
initial contacts are made between com- 
missioners and representatives of indus- 
tries regulated on informal or social 
levels, subject only to individual scruples 
about ethical considerations, wide oppor- 
tunities exist for personal influences and 
discriminatory administration of statutes. 
In the final analysis, of course, the result 
depends upon the individuals and not on 
codes.® 


.——— point in the brief for 
staff men as commissioners is that 
such a policy would open up worth-while 
careers for talented young people in the 
United States. Our classified service en- 
ables them to go so high, but not to the 
top.? Only occasionally, and sometimes 
under fortuitous circumstances, are staff 
men promoted, because positions at the 
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administrative policy-making level are 
subject to the political climate. Arguing 
that such a policy would be wise, Pro- 
fessor Dimock states: 


Apparently it is no coincidence that 
few commissioners have come up from 
the ranks after learning the technicali- 
ties of their trades on the staff of the 
commission itself. And yet there can be 
no question that if a career service is 
needed anywhere it is in the regulatory 
field.’ 


Regulatory Administration Becoming 
Profession 


trond practices of recent origin in- 
dicate that regulatory administration 
is being transformed from a vocation to 
a profession in its own right. The Nation- 
al Association of Railroad and Utilities 
Commissioners, with its regional and 
national meetings, research work and pub- 
lications, and seminars, is a factor in such 
professional organization. Another sig- 
nificant trend is exchange of key staff 
officials from one state to another; more 
often they co-operate in adjacent states 
to work out problems which transcend 
state boundaries. 

Much more could be done in this direc- 
tion, however. At present it is virtually 
impossible for a state commissioner to 
transfer from his agency to that of an- 
other state which would entail greater 
responsibilities and commensurate salary 
increase. Legal, constitutional, and polit- 
ical requirements generally require citi- 
zenship and domicile in a particular state. 
Yet, with minor exceptions, fundamental 
regulatory problems are very similar 
throughout the states. Many promising 
young commissioners from small states 
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deserve promotion to more lucrative posts 
in larger jurisdictions. Greater fluidity 
from the abandonment of provincialism 
would help to promote a career concept 
for commissioners similar to that of a 
national judicial system. The idea could 
become akin to that of the emerging 
city manager profession, organized on 
regional, national, and international 
levels. The expert fills his niche in the 
configuration regardless of legal resi- 
dence. He is not locked in his locale. 


NUMBER Of universities are further- 

ing the move towards a professional 
career in regulation. In some areas, close 
vocational relations exist between the 
regulatory agency and the state univer- 
sity. This idea for the full utilization of 
expert abilities was popularized by the 
late Frederick Jackson Turner.” A splen- 
did example is witnessed in Wisconsin, 
going as far back as 1910-11. Uni- 
versity-commission connections, constitut- 
ing an integral part of “The Wisconsin 
Idea,” were noted by Charles McCarthy 
writing as early as 1912. A current ex- 
ample is an Ohio statute (§ 4901.21 
Revised Code), which requires that in- 
formation, data, and equipment of the 
university be placed at the disposal of the 
commission. Thus use of faculty experts 
is encouraged. 


Practical Experience of Utmost Value 


— academic training, practical 

experience in public regulation is a 
valuable fulcrum for leverage to com- 
missionerships. Service on staffs is one 
of the best means of obtaining such ex- 
perience. Dr. Ordway Tead has written 
that experience in some civil service posts 
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constitutes the best initiatory learning for 
administration in the public service.” The 
Hoover Commission recommended the 
pre-emption of some posts for initial 
training for men before assuming direct 
responsibilities. Discussions have been 
held on a possibility of apprenticeship ar- 
rangements in utility regulation between 
Ohio State University and the Ohio Pub- 
lic Utilities Commission. 


NATIONAL figure in regulation charac- 
terized the crucial question in this 
analysis as to whether we are making opti- 
mum use of talent now available. His 
answer was categorically in the nega- 
tive, primarily because of a prevalent 
anathema against giving key jobs to staff 
members. One of the worst curses of 
commission personnel, he believes, is that 
many influential political leaders and 
their aides consider it a crime of insub- 
ordination if a staff member has ambi- 
tions for a command post. A regrettable 
American tendency is to regard staff as- 
sistants as somehow inherently mediocre, 
and to ‘separate them from political 
obligations, loyalties, and objectives. 


Prudent policy planning should encour- 
age conservation of human regulatory re- 
sources. This would necessitate profes- 
sional exploitation of the relatively small 
number of truly qualified men in and on 
commissions, placing them in positions 
which would challenge their capacities. 
The undisclosed authority referred to 
above deplores the existence of a cultural 
lag between theory and practice of present 
personnel policies. Appointing authorities 
give lip service to the desirability of well- 
qualified commissioners, but almost ignore 
the wellspring of men who learned their 
jobs from the ground up. 


Recruit from Staff or Not? 

authorities who assisted this 

writer agreed that some but not all 
commissioners should come from staffs. 
As in the case of business corporations, 
they think that some outsiders need to be 
brought into the agencies as safety valves 
—to prevent rigidity, the compulsion of 
party-line thinking, the traditionalism 
which results from management talking 
(and listening) to itself too much of the 
time. Ventilation and cross-fertilization 
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of ideas undoubtedly promote progress. 
But a realization that outstanding per- 
formance on the job may also win recog- 
nition will pay dividends. There would be 
an inducement for the attraction of higher 
caliber for apprenticeships on reputable 
staffs when there is hope for career re- 
wards. As a basic principle of personnel 
and management, such a possibility will 
help to build morale. It is a fitting tribute 
to worthy assistants, because the staff 
of a particular agency supports the en- 
tire pyramid. 

Equally important, key staff men are 
apt to possess what the late John Dewey 
referred to as “the habit of mind that 
thinks for purposes. of conduct and 
achievement.” But as one commissioner 
wrote in conclusion, “It is the individual 
person who must be appointed rather than 
a background or an education.” 


Regulatory Expertise Should Be Vital 
Factor 


HE final point presented here for ex- 
amination is that appointment of staff 
experts, rather than those who happen 
to rate politically, is in accord with the 
original purposes for creating regulatory 
commissions. They were established to 
take regulation out of politics, and to 
delegate to the commissions authority and 
responsibility based on expert knowledge. 
Legislative authority is supposed to set 
objective standards of what ought to be; 
and expert regulators should apply these 
principles independenly of political ca- 
price. It is improper use of public trust 
for commissions to indulge in surrepti- 
tious legislation. A colleague of the writer 
claims that politics should be as irrelevant 
in the regulation of utilities as in public 
health. Just as the statute stipulates what 
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is to be done in an outbreak of smallpox, 
for example, the law prescribes the course 
of action to be taken in utility matters, In 
each case the regulators are presupposed 
to be well-versed in their subject. 

Over the years, however, regulation has 
tended to drift from its initial course. In 
some jurisdictions there is quite a differ- 
ence between what ought to be and what 
is. Evidence of this is seen in the wide 
variations of practice in dealing with the 
same regulatory situation. A noted pro- 
fessor ascribes much of the lack of uni- 
formity in regulation among states to 
political factors which dictate selection of 
commissioners. The projected solution is 
a return to original intent—through ap- 
pointment of commissioners who are ca- 
reer men who know the way around gov- 
ernment agencies. 

All this leads up to another funda- 
mental question—whether regulation can 
ever become truly scientific or objective. 
Numerous experts say it should be. Ac- 
ceptance of this premise adds great weight 
to the argument that specialists from com- 
mission staffs, regardless of political 
vicissitudes, constitute the most desirable 
source for potential commissioners. 


Objectivity versus Discretion in 
Regulatory Administration 

the process of making de- 

cisions in business is becoming more 
oriented towards complete objectivity. An 
analogy based on developments during the 
last decade in research operations, sug- 
gests that public regulation might be made 
more rigid. Progress in the evolution of 
computer simulation and use of man- 
machine systems for human decision 
making provide a high degree of automa- 
tion for a new complexion on problem 
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solving. Already these have passed be- 
yond card-punching phases for solution 
of relatively complex matters. Superiority 
of these techniques depends, in part, on 
proliferation of more data and factors 
than can be handled by individuals simul- 
taneously. Furthermore, such decisions 
would not depend upon whims of bureau- 
crats.® Likewise, new techniques are ap- 
proaching scientific standards of accuracy 
in mathematical measurement of eco- 
nomic data and phenomena through fast 
computation of equations with many 
variables. Mechanization thus promises to 
increase the accuracy and productivity of 
administrative talent. Public administra- 
tion, including regulation, may well ap- 
proach precision at all but the highest 
level of decision and policy making. Thus, 
Congress and state legislatures would 
make the decisions through statutes. The 
administrative function can then take over 
routine procedure. Thus, profound sub- 
stantive knowledge through staff experi- 
ence could become a basic criterion for 
commissioners. 

If that point is pressed to its conclu- 
sion, however, selection of professional 
experts as regulatory commissioners 
would be based on competitive examina- 
tions. Such a step would result in irre- 
sponsible bureaucracy rather than scien- 
tific legislation. The regulatory process 
would be chained to a computer. 


A= realistic view is that regulation 
cannot conform .to preordained con- 
clusions by legislative fiat. And the day 
seems quite remote when machines will 
even threaten to displace men in making 
important ‘policy decisions. Computers un- 
doubtedly will contribute much in facili- 
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tating commission staffs to accomplish 
better quantitative and qualitative work. 
But they cannot seriously challenge top 
discretionary prerogatives of commission- 
ers. 


ener for prescribed precision in public 

administration are subject to many of 
the weaknesses of judicial automation in 
court systems. In both cases, only human 
beings can administer. Furthermore, legis- 
lators generally establish maximum and 
minimum requirements, and delegate au- 
thority within those limits to administra- 
tive or judicial discretion. Only in occa- 
sional situations does legislation require 
inflexible execution of details. Negation 
of the validity of these assertions denies 
some of the elementary principles of pub- 
lic administration. Such rejection also 
eliminates the entire precept of adminis- 
trative policy making and the use of value 
judgments in the light of professional 
expertise below legislative authority. Only 
one example can be cited here. Perusal 
of a scholarly treatise on regulation of re- 
turns shows clearly a whole chain of 
steps where the honest judgment of ad- 
ministrators is paramount.”* Conclusions 
may vary and still be within the range of 
permissive discretion. 
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rN admittedly subjective opinion of the 
author is that regulation is based on 
legislative standards aiming at precision 
and uniformity, but that not many of its 
directives can be reduced to mathematical 
exactitude. 

Political expediency and, sometimes, 
compromise are ingredients in the process 
of making decisions in the administration 
of statutes. Commissioners who owe 
some responsibility to chief executives 
are justified in considering this factor 
when they decide novel cases. And at 
the trial and staff levels, judgments of 
lesser magnitude often are invoked. Here 
is a random quotation out of many which 
helps to document this. view: 
"Regulation . . . is and always will 

be an intensely political process. Its 
success depends just as much on wide- 
spread political support and strong po- 
litical leadership as it does on sound 
regulatory techniques. 


ene the conclusion is offered that 

overall accomplishment in regulation 
includes, among others, the factor of poli- 
tics. Hence, commissioners need to be 
more than mere specialists. As one com- 
missioner with broad perspective wrote 
to the author: “Political experience need 
not be a qualification for appointment . . . 
however, political awareness would seem 
to be a most useful qualification... . ” 
Such an element seems necessary for re- 
sponsible regulation. A government which 
ignores politics does not consider itself 
subject to public accountability. The price 
of sheer efficiency is gigantic, because it 
must be paid in terms of abrogation of 
democratic values. 
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Arguments Pro and Con 


HERE are two evil consequences ever 

present in public administration: (1) 
irresponsible bureaucracy and (2) limita- 
tions of experts at the administrative 
policy-making level. There are also sup- 
plementary questions to be considered: 
How often does the person who seeks 
staff appointment come close to the ideal 
required for eventual elevation to the post 
of commissioner? Does staff service over 
a period of time tend to indoctrinate a 
member against the industries regulated? 
Does a nonpolitical staff member have to 
play politics on the job in order to secure 
promotion to the top? Does a commis- 
sioner, who has thus come up from the 
staff ranks, find it difficult to act as boss 
over his former colleagues? 


One answer to the question about the 
basic qualification of staff personnel may 
depend upon the age of the agency and 
the period of its life cycle."® The view 
has been expressed that when a commis- 
sion is young and vigorous and well 
publicized, jobs with such an agency may 
be more widely recognized as urgently 
needed in the public interest. There may 
even be a prestige factor here. Such a 
situation will attract men who want to 
be associated with an organization in 
which they will come up against intellec- 
tually vigorous colleagues. Such a milieu 
will bring out the best in a young assist- 
ant, developing his innate and latent quali- 
ties. The early tasks ahead are particu- 
larly challenging, because the entire outfit 
is plowing new ground, establishing 
precedents, and even, perhaps, improvis- 
ing. In this stage of the cycle, the staff 
may attract an excellent group from 
which to draw talent for top posts. 
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A time goes on, however, initial prob- 

lems may be resolved. The remain- 
ing work tends to become routine, strictly 
administrative, even ministerial, and 
therefore loses some of its appeal.” 
Something like Gresham’s Law (whereby 
unsound currency tends to drive good 
currency out of circulation) becomes op- 
erative on agency personnel which has 
passed its peak. Some more active com- 
missioners may leave. Then the more 
adept staff employees may follow. They 
seek new experiences and more challenges. 
Those who remain along with successors 
recruited to fill vacancies may become 
static and complaisant thereby undermin- 
ing their qualifications for commissioner- 
ships. They may develop a type of con- 
tented mind which is less likely to serve 
in the role originally conceived for inde- 
pendent commissions. On the other hand, 
many of those who came to the new 
agency and saw it in full flower are the 
type of people who, after seasoning on 
the staff, become very valuable to top 


posts. 
Another reply to an inquiry by this 
writer was to the effect that staff assist- 


ants do not usually seek their jobs. 
Almost all of them are under civil service 
on the basis of certain qualifications. The 
implications were, however, that staff 
members who acquired stature through 
success on the job are well-equipped to 
cope with regulatory problems at all 
levels. Another wrote: “I do not think 
those persons who ordinarily seek staff 
appointment are necessarily different from 
the ideals required for top posts. . . .” 


ee type of tenure employee 
requires passing consideration—the 
occasional one who is said to run the 
show behind the scenes when a commis- 
sion may be alleged to be “in the hands 
of” its staff. If such situations do exist 
in whole or in part, promotion to the 
front line is merely outright recognition 
of a practical relationship. Then the pow- 
er behind the scenes emerges to the stage. 
Opinions were quite strong that long 
tenure on staff does not create a bias 
against the industries regulated. A highly 
respected and retired staff man wrote: 


My closest associates have been 
mostly engineers and economists on 
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commission staffs and I can assure you 
they are not against the utilities, but 
rather attempting to obtain more serv- 
ice for the public; and know that 
strong, sound utilities can better ac- 
complish this objective. 


Another felt that attitudes towards in- 
dustries were a mixed kind of situation 
wherein various views predominate. Any 
attempt at a definitive answer would be 
dogmatic. Without any hard and fast line 
between groups, any large agency will 
contain people with long service who are 
sympathetic to problems of industries 
regulated. This philosophy is not one of 
acceptance of rigid regulation as an end 
in itself, but rather of endeavoring to 
regulate without hurting (in the best 
sense of the word) the companies af- 
fected. 


om this view many shades extend 

over into middle-of-the-roaders, and 
from center into another philosophy of 
technical devotion to statutes, rules, and 
regulations. These people want to “live by 
the books.” This attitude of complete dis- 
interest already has been noted. It ignores 
the fact that rules and standards within 
the area of administrative discretion un- 
der the law were conceived and put into 
effect by administrators. 

It is a mark of aptitude when regula- 
tory people are willing to change their 
own rules when no longer applicable. 
Regulators cannot afford to imitate the 
rigid discipline of military men who live 
by codes and regulations without vari- 
ance. Regulators must have vision to rec- 
ognize that American industry is growing 
and changing. Even Congress and state 
legislatures alter their statutory rules from 
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time to time. Administrators likewise 
must not lack the courage or ability to 
vary patterns of commission precedent. 

A third group, small but energetic, is 
sometimes found to be quite hostile to 
regulated industry. Intricacies of the hu- 
man mind are involved and are difficult 
to analyze. In any event, these people 
appear to be frustrated individuals who 
think the parade has ignored them. Some- 
times it is a matter of ideology—a predi- 
lection for public power, for example. 
Persons of this type may endeavor to 
weave their own ideas into the fabric of 
Statutes. This is particularly applicable 
when statutory language allows adminis- 
trators to construe generalizations with 
very broad discretion. 


Three Classes of Staff Personalities 


expert view of the classifica- 

tion of staff personalities divided 
them into three categories : Some are pub- 
lic minded; others are oriented towards 
corporate activity; but the great majority 
occupy positions between the two—they 
are judicially minded. This reply from an 
outstanding authority was quite reveal- 
ing: 


I do not think protracted staff serv- 
ice indoctrinates or prejudices a mem- 
ber against the industries regulated. 
For example, most of our . . . commis- 
sion personnel enjoy the respect and 
friendship of the industries regulated. 
This is not always true, however; some 
of our personnel and some of the staff 
of other agencies with which I am ac- 
quainted, consider it their moral duty 
to be aloof from and unfriendly to- 
ward the regulated industries. I think 
it possible, and believe that most of our 
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key personnel have found the answer 
to associating with and understanding 
the problems of the regulated industry 
without ever being improperly influ- 
enced by people in the industry or with- 
out being completely firm in administer- 
ing regulatory policies whenever neces- 


sary. 


N°” what about the need of staff peo- 
ple to play politics if they are to 
win promotion? An underlying principle 
of the classified service in democratic 
states is that, in return for security on 
the job, persons must refrain from po- 
litical activity except for the exercise of 
their own rights and duties of citizenship, 
such as voting. They are not supposed to 
seek office or agitate for or against polit- 
ical proposals. In numerous jurisdictions 
in the United States this principle is ex- 
tended to include commissioners also. If 
a staff man, so the argument goes, must 
play politics to. win a commissionership, 
he steps out of character and violates the 
concept of the staff function. Whether he 
wins or loses, departure into the arena 
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of politics, even though temporary and 
perhaps mild, compromises his position as 
a staff employee. If it were true that po- 
litical activity is one of the prerequisites 
of becoming a commissioner, then civil 
servants ordinarily would be ruled out 
from the start. 

There is no clear-cut way out of this 
quandary. Much depends upon definitions, 
degrees, opinions, and individual situa- 
tions. 

One man, thoroughly qualified to speak 
from the vantage point of hindsight, 
concluded that staff people more likely 
to be made commissioners are those 
who have demonstrated by performance 
that they are solid technicians and that 
they have done fine jobs. They are known 
by commissioners and colleagues for what 
they are. They lack political stature, to 
be sure. Had they possessed it at the out- 
set, the political situation probably would 
have carried them into commissionerships 
instead of staff positions in the beginning. 
But promotion from staff offers one of 
the best opportunities to select commis- 
sioners on the basis of what instead of 
who they know. 

This same person pointed to specific 
instances wherein staff men were reward- 
ed solely on this ground. Another com- 
petent observation was that political agita- 
tion by a brilliant staff man might even 
be regarded as a blemish on his record, 
implying that he was not true to his par- 
ticular job, so that his professional su- 
periors would not groom him for ad- 
vancement. 


A SOMEWHAT more cautious reply on 
political activity by staff, suggesting 
individual differences, went as follows: 
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. . . Complete honesty compels me to 
acknowledge that I have seen it work 
both ways. It is my belief that the 
only person deserving promotion to the 
top is one who steadfastly refuses to 
play politics, but neither of us were 
born yesterday and both know the op- 
posite does happen both in state and 
federal commissions. An _ outsider 
would be in a much better position to 
objectively appraise the . . . commis- 
sion but I do believe that at this time 
we are relatively free of staff person- 
nel who are seeking or obtaining ad- 
vancement by virtue of playing politics. 


Could Staff Men Lead as 


Commissioners P 


‘HE consensus of our final query— 
whether outstanding staff men would 
have any difficulty as commissioners in 


controlling their former associates—was 
not very conclusive. In these cases, it 
seems, familiarity does not lead to con- 
tempt—quite the reverse is true. It was 
noted that subordinates who are in line 
for promotion inevitably hold important 
and strategic places among tenured em- 
ployees. In such capacities they already 
are, to some extent at least, bosses over 
staff colleagues. An employee in a very 
subordinate position would not receive 
serious consideration for a top post for 
obvious reasons. 

A commissioner, commenting on this 
point, believes the fact that he once 
worked as a staff member helped to es- 
tablish “a closer relationship with the 
new employees who are receiving the 
same assignments that I had many years 
ago.” To the same effect, another regula- 
tory authority told this writer that staff 
experience was a positive help. He said, 
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“In the few cases I have known the com- 
missioner had excellent staff relations.” 
In other words, it would appear that a 
commissioner with a forceful personality 
would not be inhibited or find his style 
cramped after having been “one of the 
boys” on the staff. Obviously, one of the 
ingredients considered in picking a com- 
missioner is ability to get along with oth- 
ers in both superior and inferior places. 


The Subordinate Type 


_ is some reason to believe that 

the type of man attracted to staff 
jobs often lacks the prerequisites for top 
command. He first gets his job because 
he is a specialist, usually in a narrow 
area. He may want the post because he 
does not have to take responsibility, be- 
cause tenure is relatively easy to obtain, 
and because he is willing to work for a 
modest staff salary. More often than not, 
his job is done for the day at 5 p.m. He 
can be content in a post lacking power, 
prestige, and status. He does not like to 
make important decisions and take re- 
sponsibility for them, particularly when 
he is answerable for them to political 
chiefs. He shuns publicity. Although a 
conscientious citizen and interested in 
politics, he does not want political office. 
While not content with mediocrity, he 
prefers to work in anonymity and per- 
form specific tasks usually laid out for 
him. That he is a clock puncher does not 
worry him. He may be a highly intelligent 
and skilled specialist or a plodding one, 
but may also lack administrative ability. 
He will learn and grow on the job, but 
only as long as he keeps within the con- 
fines of the job, beyond which he is an 
unknown quantity, even to himself. It 
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has been suggested that staff employees 
are likely to talk among themselves as 
though they were only so many me- 
chanics. 

A prospective commissioner would be 
out of place in a stereotyped staff at- 
mosphere. He could not and would not 
accept the innumerable encumbrances at- 
tached to staff working conditions. He 
enjoys the limelight, and would chafe 
when the possibility of it is denied him. 
Like the business magnate or industrial 
exectitive he deplores secondary posts; he 
waits for no man.”* His is a vigorous and 
courageous mind, and he has complete 
confidence in his abilities. Such a man 
might step into a commissioner’s position 
on a moment’s notice, but he would be 
offended at the suggestion of anything 
less.”® 


Staff Recruiting Policies and Practices 


es neophytes are more likely 
to look for starting positions in a 
milieu where the top is the limit. Excep- 
tions are noted in some instances already 


mentioned where new agencies are en- 
gaged in wholesale recruiting. Also, 
borderline situations sometimes exist 
when subordinate officials work for the 
agency without strict adherence to civil 
service. Men may be hired on a con- 
tingent basis for part-time assistance, or 
temporarily to perform a specific task 
such as to head an investigation or to 
prosecute a case. A man desired by top 
brass for a predetermined purpose may 
have little difficulty in qualifying under 
the merit system. 


recruiting policies of many 
national and state commissions do not 
encourage hiring staff personnel with po- 
tentialities for high command. Too often 
personnel directors concentrate on seek- 
ing younger employees in the lower in- 
come brackets who will learn on the job 
from scratch and rise within the classi- 
fied service." Thus, men on the periphery 
of regulation who already have acquired 
skills far beyond those needed in the pre- 
limary stages of staff work find that they 
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have a practical handicap instead of an 
expected help. One of the pitfalls of this 
personnel policy is the danger of agency 
indoctrination of young and pliable be- 
ginners, sometimes called “brain wash- 
ing.” 


on staff men actually become 

prejudiced against the businesses 
regulated, the process has an emotional 
basis. Take the example of a commission 
expert, pitted against the corporations for 
many years, seeking, prying, and perhaps 
trying to extort through legal means com- 
pany data which need to be revealed be- 
fore the commission can make intelligent 
decisions in the public-interest. If it be- 
comes a game of hide and seek over the 
years, the staff man may gradually and 
even unconsciously become personally in- 
volved. He may be tempted to become 
bitter and suspicious. He has certain 
biases which are products of human na- 
ture. 

If legal obstacles have frustrated his 
efforts, he may yearn for a top post where 
he will be better able to get his own way. 
Such a commissioner, of course, would 
not be very desirable. A man who is “out 
to get somebody” has no place on a quasi- 
judicial tribunal. Some men are able to 
rise above such temptations; others may 
not be. 

Another danger is such a conscientious 
effort to offset a personal predilection as 
to go too far in the other direction— 
sometimes called overcompensation. A 
commissioner predisposed towards one 
policy or group may lean over so far the 
other way that he actually favors the 
policy or group he dislikes. Needless to 
say, this does not happen often. 
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What about Political Activity? 


[= regulator now in retirement dis- 
missed an inquiry about political ac- 
tivity with this trite statement: “Obvi- 
ously, political activity is required.” He 
stated his belief that, in his area, able and 
conscientious staff men simply were out 
of the running for commissionerships. 
Another opinion was to the effect that if 
a staff man indulged in political activity 
in violation of law, he summarily would 
be dismissed from his position of tenure 
for just cause. The surest way for staff 
men to squelch their campaigns for com- 
missionerships, he averred, would be to 
agitate politically. Political leaders would 
be resentful, and dismiss experts over- 
anxious for top command. He pointed out 
that to the best of his knowledge no staff 
man played politics; likewise, no staff 
man was chosen commissioner there. 
Another observer lamented that capa- 
ble staff men rarely possess the political 
acumen and influence to win commission- 
erships. This was quite the contrary of a 
collaborator on this survey, a man of 
some reputation who pleaded that staff 
aides could and should receive promotion 
for sheer ability, but added as an after- 
thought: “But it takes more than that.” 
As he visualized the situation, commis- 
sioners as well as political leaders often 
like to keep subordinates with ideas 
strictly in their places. 


eon danger of the staff man as 

commissioner is that he may be se- 
lected exclusively for his views on the 
philosophy of public regulation, Fre- 
quently staff personnel’s contacts are 
limited to colleagues, commissioners, and 
sectors of the clientele. While serving in 
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subordinate capacities the man’s views 
crystallize in a particular direction. About 
the only legitimate way he can attract at- 
tention for the rise is through one or 
more of the commissioners. They may 
like him and want him on top when their 
ideologies coincide. Thus, one or two 
commissioners become his sponsor for the 
job. If a particular commissioner has in- 
fluence with appointing authorities, he is 
the liaison for his man. 

In reality, this process becomes a sort 
of intrabreeding operation for staff pro- 
motion to top posts. A commissioner’s 
protégé can scarcely be expected to serve 
with distinction in a quasi-judicial ca- 
pacity. The situation is offensive espe- 
cially when the commissioners are split 
apart on regulatory policies, and leading 
staff men are compelled to choose sides. 
A commissioner delegates specific tasks 
to his favored assistant, and the latter 
will follow his lead when they become co- 
equals. Not only are such cleavages un- 
fortunate for the commission, but as a 
result the regulated industries are likely to 
be caught in the middle between two con- 
flicting forces. 


Position as Counsel Good Springboard 
Ey of the best springboards from ex- 

pert to commissioner probably is the 
job of general counsel to the commission. 
Sometimes these officials are legal strate- 
gists not only for the agency but also for 
the political party in power. They may 
have direct contacts with governors. 
Many know more about regulation than 
the commissioners. With them frequently 
there is little or no gulf between the ad- 
ministrator and staff. Some have a flair 
for publicity, excellent press relations, 
and know how to make the headlines. 


Even though they may not engage ac- 
tively in politics, their functions ofter are 
outside the staff operation and adminis- 
trative chain of command. Some of them 
become state figures in pursuance of their 
professional assignments. As such, they 
become available for higher places. 

Commissioners who previously worked 
as staff members for their agencies may 
find that such experience does handicap 
them to some extent. When staff men 
concentrate in little vocational groups on 
a narrow range of problems for several 
years they may become overly interested 
in the details of their spheres of interest 
and fail to see the overall picture. Dr. 
John P. Frank’s statement on judges ap- 
plies here as well: 


. . . One can know so much about 
one’s job that he does it badly. The 
man at the top makes policy. Great 
policy making often requires a bold 
transcendence over practice, precedent, 
and experience. 


y= an ordinary bureaucrat is 
placed in the policy-making sphere 
he may inject the limitations of his past 
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performance. “The usual characteristics 
of a bureaucracy are caution, a tendency 
to be satisfied with arrangements as they 
are, fear of the unknown, inflexibility, 
intolerance of new ideas, and unwilling- 
ness to experiment.” And equally im- 
portant, a man from the staff, unlike an 
outsider, is more apt to be “inner di- 
rected” rather than “outer directed” in 
his relations with other administrative in- 
stitutions. 

One of the advisers to the author in 
this project who had certain advantages 
over the others as to perspective and ex- 
perience both as staff expert and com- 
missioner, and whose philosophical in- 
sight is very keen, made this revealing 
conclusion : 


My first reaction to your letter was 
that I strongly favored the principle of 
elevating staff members to commission- 
erships. . . . It is still my belief that 
staff members possess desirable quali- 
ties for commissionerships but that 
probably it is better to keep them on 
in their key staff positions and allow 
the commissioners to change with 
changing political environment, keep- 
ing a continuous capable professional 
staff. 


Regulatory Agencies Won’t Increase 


he further limiting argument might 

be developed against staff as com- 
missioners. Today all 50 states have one 
or more regulatory organizations. With 
one or two exceptions they have existed 
for quite some time. The youngest of the 
current federal agencies, the Atomic En- 
ergy Commission, is almost fifteen years 
old. It appears that the saturation point 


DECEMBER 8, 1960 


has been all but reached for the immediate 
future, as not many new agencies are 
anticipated. No national ones appear on 
the horizon. States are expected to extend 
the jurisdictions of established ones 
rather than to create fresh ones. Excep- 
tions are possible where some rigid state 
constitutions prescribe spheres of author- 
ity, and statutory commissions are con- 
ceived as political expedients. But a 
multiplicity of state regulatory agencies 
such as two in New Mexico and three in 
Kentucky are not in accord with best 


regulatory practices. 


In the last analysis, it is submitted that 
staff men are employed solely because 
they are good technicians. Whether these 
men from the inside or others from the 
outside are chosen to be commissioners, 
the selection is not made because they are 
functional experts. The reason is that they 
are thought to possess certain plus X 
variables over and above their expertise 
which indicates ability to contribute ac- 
tively to administrative policy decisions. 
They can see the whole in relation to its 
parts. Bureaucratic efficiency in a de- 
mocracy belongs below this tier. The 
argument that a staff man is better in- 
formed, learned, and knows more about 
regulation than an outsider may be cor- 
rect. But as one regulator wrote: “The 
most educated person can be a crackpot 
and the person with limited background 
be as sound as a rock.” 


Frome, one should consider the staff 

man who is also aware of the realities 
of politics and public administration. 
Such individuals are not unusual in the 
regulatory agencies. These men are valu- 
able to improve expert relationships both 
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below and at the commissioner levels, as 
guaranties that commissioners will not be 
at the mercy of their staff specialists.” 


HE use of more expert commissioners 
offers hope for judicious administra- 
tion in the public interest, and an antidote 
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for some of the present criticism of regu- 
lation. It may be a shot-in-the-arm to de- 
fend the regulatory concept which has 
developed to such a high degree of suc- 
cess in the United States, in contrast with 
other areas where commission regulation 
is unknown. 


Footnotes 


1 Justification for commissions is that control 
“can best be accomplished by expert, impartial ad- 
ministrative bodies authorized to act according to 
standards enacted by Congress.” Investigation of 
Regulatory Commissions and Agencies. Interim Re- 
port of the Committee on Interstate and Foreign 
Commerce. Subcommittee on Legislative Oversight. 
February 9, 1960, p. 5. 

2 Here are citations for previous articles: “Law- 
yers as Regulatory Commissioners,” George Wash- 
ington Law Review, March, 1955; “Accountants as 
Regulatory Commissioners,” Pustic UTILITIES 
FortNIGHTLY, January 17, 1957, Vol. 59, No. 2, 
p. 93; “Engineers as Regulatory Commissioners,” 
ibid., Part I, November 7, 1957, Vol. 60, No. 10, 
p. 718; Part II, November 21, 1957, Vol. 60, No. 
11, p. 846; “Laymen as Regulatory Commissioners,” 
ibid., Part I, May 7, 1959, Vol. 63, No. 10, p. 673; 
Part II, May 21, 1959, Vol. 63, No. 11, p. 750; 
“Professional Administrators as Regulatory Com- 
missioners,” ibid., August 13, 1959, Vol. 64, No. 4, 
p. 257; “Businessmen as Regulatory Commission-~ 
ers,” The Journal of Business, April, 1958. 

8“The Trend from Lawyers to Laymen as 
Commissioners,” by Francis X. Welch, Pustic 
Uriities FortTNIGHTLY, December 26, 1929, Vol. 
IV, No. 13, p. 801. “Federal Commissioners,” by 
E. Pendleton Herring (Cambridge, 1936). 

4“Nobody Wants a Washington Job,” Business 
Week, February 28, 1959, pp. 28-30. 

5 This survey found that less than 5 per cent of 
the commissioners have risen from the ranks. 
“Trend from Lawyers to Laymen on State Com- 
missions,” by Lincoln Smith, Pustic UTILITIES 
FortNIGHTLY, November 11, 1954, Vol. 54, No. 10, 
p. 630. Several examples of federal commissioners 
in 1954 who came from staffs are cited in “Pro- 
fessional Qualifications of Federal Regulatory 
Commissioners,” by Lincoln Smith, ibid., Part I, 
November 25, 1954, Vol. 54, No. 11, p. 683; Part 
II, December 9, 1954, Vol. 54, No. 12, p. 752. 

6 The prestige of a commissioner is greater. 
Usually the salary is, too; but not always: “In a 
few states the salaries of experts may even exceed 
those of the commissioners who supervise them—the 
theory being that ‘commissioners are not as hard 
to find as experts,’ and that experts ‘cannot be 
picked up at any salary and off any farm.’” “The 
Independence of State Regulatory Agencies,” by 
James W. Fesler (Chicago, 1942), p. 12, 

7 Note 1, supra., p. 27. 

8Cf., speech by Clifford P. Case in the Senate, 


August 1, 1958. Congressional Record, 85th Con- 
gress, Second Session, on S 4223. 

®The British program more nearly constitutes a 
career service in that all but the highest levels of 
employment in the public areas are open to younger 
recruits who can rise to echelons closed to our ap- 
pointees under the merit system. 

10“Business and Government,” by Marshall E. 
Dimock (New York, 1950), pp. 469, 470. 

11“The Frontier in American History,” by Fred- 
erick Jackson Turner (New York, 1920), p. 285. 

12“Administration: Its Purpose and Perform- 
ance,” by Ordway Tead, Ford Distinguished Visit- 
ing Professor, New York University (New York, 
1959), pp. 71, 72, Like the commissioned Army 
officer who arose the hard way, a commissioner 
from the staff knows the job from the ground up. 
It is an adaptation of the old vocational principle 
to learn by doing, and of being entrusted with 
responsibilities commensurate with progress in the 


agency. 

18 These points were elaborated by Professor 
Herbert A. Simon in a series of lectures, entitled 
“Scientific Foundations of Management Decision 
Making,” in March and April, 1960, at New York 
University. The volume was scheduled for publica- 
tion in the autumn of 1960. 

14“Regulation of Returns to Transportation 
Agencies,” by Nelson Lee Smith in Law and Con- 
temporary Problems, autumn, 1959, pp. 702-732. 

15 Book review by Marver Bernstein. Vol. XLIV, 
American Political Science Review, No. 4, De- 
cember, 1950, p. 1018. 

16 In the summer of 1949 Commissioner Pike of 
the Securities and Exchange Commission developed 
this theory in a clear statement. See “Recent 
Trends in the Appointment of Commissioners” by 
Lincoln Smith in Ohio State Law Journal, autumn 
1952, p. 482. It was amplified by Senator Douglas, 
who described it as “administrativitis.” See, “Ethics 
in Government,” by Paul H. Douglas (Cambridge, 
1952), p. 30. 

17 The situation is well illustrated in legal his- 
tory. Equity was devised to ameliorate legal rigidi- 
ties after the sovereign, as the fountain of justice, 
ceased to protect many rights. This provided flexi- 
bility in jurisprudence for quite some time. Even- 
tually, however, equity jurisdictiom became so 
stereotyped as to defeat its original purposes of 
existence. It was too cumbersome and replete with 
technicalities. Gradually administrative law and 
regulatory agencies evolved in another endeavor to 
keep the legal system dynamic. The object was to 
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delegate to expert commissions authority and re- 
sponsibility for specialized regulatory problems in 
a more informal atmosphere than that of law 
courts. 

18 This point is illustrated by am incident where- 
in a highly reputable bureau chief was in on some 
important policy conferences to the extent that 
“he went to the White House once and waited 
outside, although he did not confer in the confer- 
ence.” Hearings before the Committee on Inter- 
state and Foreign Commerce, U. S. Senate, 85th 
Congress, First Session, June 18, 19, 25, 26, 28, and 
July 16, 1957. “Nomination of Jerome K. Kuyken- 
dall to Federal Power Commission,” p, 385. (Wash- 
ington, 1957.) 

9 Several cases are known in professional circles 
which help to substantiate this thesis, although 
there may be isolated cases where the converse is 
true. Members, former members, and even a near 
member of state commissions rejected proffers of 
substantial staff appointments on national agencies. 
The commissioners were not interested partly be- 
cause acceptance would establish them firmly in 
dead-end streets. Furthermore, erudite state com- 
missioners, even on modest state commissions, 
would not accept professional demotion on staffs 
of some of the best known federal agencies even 


though the salaries then would have been approxi- 
mately equal and tenure assured. 

20 The writer knows a case where a governor 
offered a specialist an appointment, bypassing civil 
service rules. Sometimes adherence to civil service 
is a mere formality. In a few states several years 
ago many of the tenure jobs were considered polit- 
ical plums. 

21 This point is corroborated by testimony of the 
chairman of the Federal Power Commission: “We 
have tried to find, and have had some success but 
not enough in finding people who knew something 
about our work, or at least were interested in it 
and were willing to start at a low enough grade 
where we could bring them up and train them in 
the work.” For reference, see note 4, supra., pp. 
224, 225. 

22“Government and Public Administration,” by 
John D. Millett (New York, 1959), p. 303. 

28 One authority who has contributed a great deal 
to this series summed up this point as follows: 
“... . Contrary to those who believe that the ex- 
perts should be confined to the staffs, I favor 
more experts on the commissions themselves. There 
is too much danger that complete reliance on staff 
expertise will make the commissioners the prisoners 
of their staff experts.” 


The Economic Impact of Collective Bargaining 


“\X/* are becoming increasingly aware of the relation between 
monopolistic unions and inflation. It is clear that full em- 
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ployment can be maintained in the face of an increase in production 
costs and excessive productivity only by raising the general price 
level. Every time the unions exercise newly gained monopolistic 
power in a significant sector of the economy, the stage is set for a 
rise either in the general price level or in unemployment. Our mone- 
tary and fiscal authorities must do one or the other. If the monopoly 
power of unions shows a continuing growth, the price level must 
continually be permitted to rise, if growing unemployment is to be 
avoided. There are grounds for believing that monopoly power of 
unions has grown over the last two decades. This is not to say that 
unions have been the sole or even primary cause for all the inflation 
we have experienced in the postwar period. Other important causes 
have been at work. But the influence of growing monopoly power in 
unions cannot be ignored." 
—G. WARREN NUTTER, 
Associate director, The Thomas Jefferson Center 
for Studies in Political Economy, 
University of Virginia. 
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More on the 
Telephone Household 


Differences in income seem to play a part in whether a family has minimum 
black telephone service or colored phones and extensions. Persons who have 


By 
CHARLES B. SAUNDERS* 


changed their address recently seem to prefer colored telephones. Also 


HE October 22, 1959, issue of Pus- 
Lic UTILITIES FORTNIGHTLY con- 
tained an article by Edward A. Mac- 
Neal, entitled “The Telephone House- 
hold: A Profile,” in which was presented 
the findings of an extensive survey of the 
socio-economic characteristics of the na- 
tion’s telephone households. Two sen- 
tences. stood out in the introductory sum- 
mary: 
Higher incomes, better neighbor- 


hoods, and middle-class stability are 
among the characteristics of most of 


* Assistant professor of business administration, 
University of Kansas, Lawrence, Kansas, For addi- 
tional personal note, see “Pages with the Editors.” 


the age groups show preference variations. 
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the U. S. A.’s 36.5 million telephone 
households. As a group they differ 
greatly from the almost 14 million 
households without telephones. . . . 


A logical next question seemed to be: 
Are there important differences between 
minimum telephone households (one black 
set), and those with colored sets, or ex- 
tensions? The answer probably was yes, 
there are differences. This article pre- 
sents the principal findings of the study 
designed to uncover some of these dif- 
ferences. 

First, a word of caution. This project 
was made in one city and the results 
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may apply only to that city. Generaliza- 
tions from this study should be made 
with caution. The project was used in the 
United States Independent Telephone As- 
sociation management training program 
at the University of Kansas. This use had 
an effect on both the design of the study 
and the presentation of the findings. Only 
the more reliable findings will be presented 
here. 

Data were collected on a total of 1,270 
households in Lawrence, Kansas. This 
total figure was made up of five separate 
samples representing households with dif- 
ferent types and combinations of instru- 
ments. When compared with the findings 
reported in the MacNeal article, the re- 
sults of this project can be summarized as 
—the same, in spades! The same sorts of 
differences in characteristics occur be- 
tween households with minimum equip- 
ment and those with colored sets or ex- 
tensions, as occur between nontelephone 
and telephone households. 


Income Makes a Difference 


hes most striking difference found be- 
tween the minimum equipment house- 
holds and those with more equipment is 
the difference in income. In the sample 
representing minimum equipment house- 
holds, the median income is in the $4,000- 
$4,999 class, probably nearer $4,000 than 
$4,999. For the households with a colored 
set and an extension, the median income is 
in the $6,000-$7,999 class, at approximate- 
ly $7,000. Thus, there is an approximate 
difference in median incomes of $3,000. 
For more detail see Chart I, page 891. 
These findings may be related to the 
study reported by MacNeal which showed 
a median income for nontelephone house- 
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holds of $2,570, and for those with tele- 
phones of $5,342. In both studies, occupa- 
tion or profession appears to have some 
bearing on telephone subscribership. In 
the Kansas project laborers make up 36 
per cent of the minimum equipment house- 
holds, while in higher equipment cate- 
gories they make up only one-half that 
percentage, or less. 


The broad category containing profes- 
sional and business people makes up one- 
half the percentage of the households in 
the minimum equipment sample as in the 
extension and colored set samples. This 
extends the findings reported in the pre- 
vious article. Is it the occupation that is 
important, or the income derived from 
that occupation? This question cannot be 
answered yet. 


H™ equipment level samples have a 


smaller percentage of one and two 
person households (30 per cent) than the 
sample of households with one black set 
(49 per cent). Income may also explain 
this difference, since one and two person 
households include retired individuals and 
couples, widows, and young couples with- 
out children—all low-income groups. 
Except for the under twenty-five age 
group, age seems to have little bearing. 
The median age for all samples was in 
the thirty-five to forty-five class. Of the 
minimum equipment households studied, 
10 per cent were headed by persons under 
twenty-five. This percentage dropped to 
2 per cent for households with a colored 
set and an extension. However, in sample 
households with colored sets, the percent- 
age was nine or virtually the same as in 
minimum equipment households. How 
does one explain this? 
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CHART I 


PER CENT OF HOUSEHOLDS IN EACH SAMPLE WITH 
INCOME GREATER OR LESS THAN $5,000 


Less than $5,000 Greater than $5,000 
5% 50% 25% 0 25% 50% 75% 
75% Minimum equipment households 25% 
36% Extension set households 64% 
38% Colored set households 62% 
22% Extension and colored set households 78% 
II 
THE PER CENT OF MOVERS AND NONMOVERS IN TWO SAMPLES 
fl 
75% 75% 
50% 50% 
25% Have not§ 25% 
moved 
since 
1955 
Minimum equipment households Colored set households 
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One finding adds an interesting facet 
to the previous study. 


Recent Movers Prefer Color 


eae reported that families who 
have changed address recently were 
generally a poor telephone market. The 
Kansas study indicates that movers may 
be viewed differently when it comes to 
additional equipment. As seen in Chart 
II (page 891), a higher percentage of col- 
ored set households have changed address 
in the past five years than minimum 
equipment households. 

Why should this be true? Is there 
something about movers that makes them 
a better market for colored sets than non- 
movers? Is it simply that movers have 
come in contact with a representative of 
the telephone company, and therefore had 
some active sales effort applied? While 
there is no evidence on this question, the 
latter point seems persuasive. If further 
research proves this to be the case it will 
be a compliment to the sales efforts of 
the installers, and evidence that the con- 
sumer responds to direct sales efforts. 
Thus, there are differences in households 
with different types of telephone instru- 
ments. These differences need to be more 
carefully defined through further work, 
addressing such questions as, are the pre- 
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vious findings representative, and what 
other factors are important in determin- 
ing equipment (for example, house 
styles) ? While national data are impor- 
tant for some purposes, one should not 
overlook the fact that major differences 
between local and national characteristics 
can occur. 


Fe example, Lawrence, Kansas, may 
be atypical of the nation in its high 
percentage of “movers” in the color and 
extension household samples. Lawrence is 
the site of growing manufacturing firms 
and an expanding university. Many of 
the new households established in Law- 
rence in recent years have been new uni- 
versity faculty and staff, skilled workers 
in manufacturing, and some service per- 
sonnel. These new households undoubted- 
ly have a higher average income than the 
national average for new households. 

A different economic base, one using 
large numbers of unskilled workers, 
would yield a different average income 
for incoming families. With two bits of 
information—(1) higher income families 
are the best prospects for color and ex- 
tensions; and (2) new families have rela- 
tively high incomes—the telephone com- 
pany serving Lawrence can redouble its 
efforts to sell additional services to the 
new families moving to Lawrence, con- 
fident that such efforts will meet with 
success. 

This illustration shows the importance 
to the individual operating telephone com- 
pany of carefully studying its own mar- 
ket rather than relying on national data. 
It is through such studies that these com- 
panies can pinpoint their best potential 
markets. 
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Consumer Studies Sharpen Forecasting 


N” only will such studies aid in mar- 
keting programs, but they will add 
a new degree of precision to forecasts of 
such factors as demand for services, equip- 
ment needs, cash needs, profits. By break- 
ing down the market into its components, 
one is in a much better position to fore- 
cast demand. 

If a forecast is based simply on total 
population, important changes in the 
composition of the population will be 
missed. A forecast of a 12 per cent popu- 
lation increase is not as useful as a fore- 
cast of those population segments which 
account for the bulk of the telephone 
market—higher income segments, or occu- 
pational groupings. 

As local data are useful to local com- 
panies, national data are useful to such 
national companies as Bell, Central, Gen- 
eral, or United. In addition, such data 
could be highly valuable to such direct 
mail firms as O. E. McIntyre, Incorpo- 
rated, sponsor of the survey reported by 
MacNeal. Having the names and ad- 
dresses of families with, for example, a 
color set and an extension would give 
MacIntyre a mailing list of families with 
very high relative incomes. 


_ telephone industry is virtually 

unique in the ease with which socio- 
economic characteristics of its customers 
can be studied. Much of the data required 
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are already in company records. All com- 
panies have complete data on the equip- 
ment in each household. All companies 
have some data on the characteristics of 
their customer households, such as age, 
income, and occupation. In view of the 
importance of such data, operating com- 
panies should have detailed application 
cards and should keep this data source 
current. 

Once the picture of the consumer is 
complete a different level of research 
can be initiated—research in finding out 
why people act as they do. One must first 
know who the customers are in detail, and 
how they act before the question why can 
be asked. While much remains to be done 
in the “who and how” area, some inter- 
esting questions of a why nature have al- 
ready arisen. 


HY do the “under twenty-five’s” 

show such a demand for colored 
sets? Is a colored telephone an inexpen- 
sive status symbol? Why do not age 
groups show greater variations in prefer- 
ence for telephone equipment? Why do 
certain occupations or professions have 
such varying representation in the differ- 
ent samples? Is it more socially desirable 
for an office manager to have an exten- 
sion than for a carpenter to have one? 
When answers to such questions as these 
are available, the telephone companies 
will be in a position to market their serv- 
ices more effectively. 


the American people—is one of the characteristics accounting for the 


q ". . . change—the eternal physical as well as mental restlessness of 


phenomenal growth of this country's economy." 


—EDITORIAL STATEMENT, 
The Wall Street Journal. 
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Preview of Landis’ Ideas 


postelection appointment of James M. 
Landis to make a report by December 
15th on what to do about the regulatory 
commissions had one unforeseen effect on 
reading habits of Washington observers. 
It drove all of them to a careful examina- 
tion of a previously obscure speech de- 
livered before the Section of Administra- 
tive Law of the American Bar Associa- 
tion at the latter’s annual convention in 
Washington, D. C., August 29th. 

Usually, such speeches before American 
Bar Association sections are learned, well 
prepared, by qualified speakers, but at- 
tention to them is generally confined to 
legal specialists. The talk by Landis had 
not even been made before the American 
Bar Association Section of Public Utility 
Law where such material might have at- 
tracted more direct notice from the regu- 
lated public utility industries. Instead, it 
was made to the Section of Administrative 
Law which is composed in large part by 
government attorneys scattered through 
the various federal agencies. 

But, in any event, the Landis speech did 
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contain a valuable clew to his thinking 
about regulatory reform and what he was 
likely to report to the President-elect by 
the deadline date of December 15th. The 
fact that Landis had obviously been busy 
about this matter before the election and 
Kennedy’s appointment of Landis im- 
mediately after the election suggested that 
the President-elect is concerned over the 
disclosures made about regulatory com- 
mission shortcomings, notably through 
the work of the House Subcommittee on 
Legislative Oversight during the past few 
months. 


H™ is what the Landis address indi- 
cates he thinks is wrong with the 
regulatory commissions. He said that he 
favors the following steps: (1) tighten 
the rules of evidence to shorten proceed- 
ings; (2) cut down voluminous records of 
hearings and reduce their costs; (3) avoid, 
however, putting the regulatory proceed- 
ings in the strait jacket of strict court- 
room rules of evidence applicable to jury 
trials; (4) give hearing examiners greater 
authority and cut down repetitious argu- 
ment and proof by government counsel ; 
(5) eliminate tactical delays and the du- 
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plication of proceedings which result from 
almost automatic appeal of examiners’ 
decisions to the top commissions; (6) 
change from the anonymous and gener- 
alized opinions written by opinion-writing 
divisions in favor of individual opinion 
responsibilty. Whatever may be contained 
in Landis’ report, President-elect Kennedy 
should be in a good position to get such 
legislation if he puts his influence solidly 
behind it in the next Congress. 


Regulatory Commissions Found 
Indispensable 

(7 factor regarded favorably by those 

concerned with such matters was that 
Landis certainly is no stranger to federal 
regulatory problems, having been chair- 
man of both the Securities and Exchange 
Commission and the Civil Aeronautics 
Board. Landis is therefore not likely to 
go to extremes, as might be the case of 
well-intentioned reformers without such a 
practical background in regulation. Inci- 
dentally, Landis served under the first SEC 
chairman, Joseph P. Kennedy, father of 
the President-elect, and succeeded the eld- 
er Kennedy to the SEC chairmanship. 
Subsequently Landis became a business 
associate of the elder Kennedy and it is 
reasonable to suppose that the President- 
elect draws on this background for his 
thoughts about federal regulatory opera- 
tions. 

Landis suggested that “creative leader- 
ship calls for some type of reorganiza- 
tion” in an effort to co-ordinate overlap- 
ping of functions among the agencies. 
One example he cited was the possibility 
of the creation of a “ministry of trans- 
portation that would head up the planning 
function of these agencies.” 

Mr. Landis, a former dean of the Har- 
vard Law School, said the place of the 
regulatory agencies “‘is inextricably woven 
into our way of life.” “It promises to grow 


rather than diminish,” he added. Mr. Lan- 
dis said the question of civil rights, for 
example, is “likely to bring an essentially 
new and large field under the control of 
the administrative process.” 

The President-elect’s adviser said he. 
hoped to attend a meeting of a committee 
charged with setting up a permanent 
watchdog group over the regulatory agen- 
cies. It is headed by retiring Chief Justice 
E. Barrett Prettyman of the U.S. circuit 
court of appeals for the District of Colum- 
bia. Landis concurred with the view taken 
by some promoters of this group that the 
government presently lacks an ‘“adminis- 
trative system” to increase the efficiency 
of these agencies. 


Permanent Procedural Monitoring 


Oo of the major proposals to be pre- 
sented at the committee meeting 
looks toward the formation of a 60-mem- 
ber assembly, holding public meetings 
twice a year, to improve the efficiency of 
the regulatory agencies. The membership 
under this proposal would be made up of 
representatives from the independent 
agencies themselves, from Congress, from 
the nation’s bar, from the President’s 
Cabinet departments, and from university 
scholars who are experts in government 
administration. 

The assembly would operate similarly 
to the Judicial Conference of the United 
States. This conference has become the 
authoritative voice of this country’s fed- 
eral judges, acting as a “force from with- 
in” to improve the administration of 
justice in the federal courts. Thus the 
proposed administrative assembly would 
make recommendations to Congress to 
improve the operations of the regulatory 
agencies. 

It would be expected to cut down delay 
now experienced in lengthy hearings, re- 
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duce expense in preparing and presenting 
cases to hearing examiners and commis- 
sion and board members, improve internal 
management of the agencies, and formu- 
late standards for assigning functions to 
the agencies. Recommendations of the 
assembly would also be presented to the 
President, the courts, and directly to the 
agencies themselves. 

The effectiveness of such a plan, its ad- 
vocates say, will depend on the designa- 
tion by the agencies involved of a 
“thoughtful, careful group of representa- 
tives.” But they hope such an assembly 
would in five to ten years “become the 
authoritative voice for those agencies that 
affect the administrative part of the gov- 
ernment.” 


M* LANDIS agrees that such an ap- 
proach to the problem of adminis- 
trative efficiency is a necessary one. He 
feels, for instance, that there is need for 


simplifying rules under which the agen- 
cies hear regulatory cases before them. 
This would cut down on time and expense 
of the proceedings — some lasting from 
five to ten years—and eliminate to some 
degree the lengthy records that make a 
final decision difficult. 

Landis also feels there must be higher 
standards in the selection of those nomi- 
nated by the President to serve on such 
agencies as the Civil Aeronautics Board, 
the Federal Trade Commission, and the 
other independent agencies. Though he 
believes something must be done to give 
these agencies more freedom from influ- 
ence by members of Congress, he ques- 
tions the theory of independence of the 
agencies from control of the President. 
“The broad policy pursued by the agencies 
should fall in line with that of the admin- 
istration as a whole,” he feels. 

Indications that the Kennedy adminis- 
tration will seek to expand the agency 
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staffs gradually and improve their quality 
come from Mr. Landis’ concern over the 
“constant overhanging problem of inade- 
quacy of personnel.” He recalled for the 
bar association meeting that one division 
of the SEC, for instance, has had a 300 
per cent increase in hearings of one type 
of case in the last ten years. This, he sug- 
gested, would have to be solved by in- 
creased budget appropriations from Con- 
gress. 


Business Data Confidential 


—— U. S. Supreme Court has agreed 
with a lower court’s ruling that the 
government should keep its word as to the 
confidential nature of business data pre- 
pared for a federal agency. The court on 
November 7th declined to review a deci- 
sion denying the Federal Trade Commis- 
sion access to the Census Bureau’s confi- 
dential information. Under the lower 
court ruling (which now becomes law), 
individual census reports cannot be used 
for purposes of taxation, regulation, or 
investigation; neither can they be fur- 
nished to any other agency of the govern- 
ment. Not even an executive order can 
pry loose this information which has been 
made confidential by an act of Congress. 

The FTC had contended that it has the 
authority to require interstate corpora- 
tions, in this case the Beatrice Foods 
Company of Chicago, to answer questions 
about their business operations. Since the 
Census Bureau already has it, the FTC 
felt that it would be wasteful and time- 
consuming to try to elicit the same infor- 
mation. The Justice Department agreed. 
Refusal of access to the census reports, 
the FTC argued, would make its merger 
investigations more difficult. 

But the Census Bureau, backed by the 
Commerce Department, now has author- 
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ity ity to treat individual reports in strictest 
the confidence. Census successfully contend- 
ude- ed that to go back on its word would 
the hinder its own statistics-gathering job, 
sion aside from the moral obligation to keep 
300 a promise. This view the highest court 
ype has now sustained. 

in- 

on- State Commissioners Seek Gas 


Act Changes 
HEN the National Association of 
Railroad and Utilities Commission- 
ers held its annual national meeting in Las 


eed Vegas, Nevada, at the end of November, 
the it was slated to take up an interesting re- 
the port of its executive committee on pro- 
re- posed changes in the Natural Gas Act. The 
on NARUC committee has drawn up and ap- 
ci- proved several amendments to the Natural 
1is- Gas Act already approved by a special 
afi- committee that was formed “to study 
ver natural gas rate problems.” 
v)s The proposed legislation is designed to 
sed amend sections of the Natural Gas Act 
or relating to rates and contracts of natural 
ar- gas companies, and relating to hearings 
mn- and procedure before the Federal Power 
an Commission involving natural gas mat- 
en ters. The NARUC committee would add 
SS. language to outlaw indefinite pricing 
he clauses in gas purchase contracts and also 
‘a- ban “favored nation,” price redetermina- 
ds tions, “better market,”’ and spiral escala- 
ns tion increases. 
he The NARUC group wants the law 
~ changed so as to permit FPC to suspend 
e- rate increases where the gas is for resale 
- for industrial use only. It would also add 
d. this proviso: 
S, . no proposed (rate) change, which 
or would result in an increased rate or 
charge, shall go into effect while there 
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is already in effect an increased rate or 
charge filed by such natural gas com- 
pany, the reasonableness of which the 
commission has not determined and 
which affects any person affected by the 
proposed change. 


NOTHER section of the act which the 
NARUC committee would change is 
that pertaining to FPC’s authority to is- 
sue certificates to independent producers, 
and the language proposed conceivably 
could apply to pipeline companies, too. 
The NARUC report wants this FPC au- 
thority limited. The proposed a 
has the following language: 


No certificate of public convenience 
and necessity, or other authority, to sell 
natural gas in interstate commerce for 
resale, or for any other purpose, shall 
be granted by the commission, unless 
the commission shall make a finding 
that the price at which such natural 
gas is to be sold is consistent with the 
public interest . . . and impose upon 
such certificate, or other authority, as 
a condition, the price so found to be 
consistent with the public interest. 


The state commission group, however, 
wants the FPC to retain the right sub- 
sequently to find such a price unreason- 
able, with the burden of proof always 
resting upon the applicant. It is further 
proposed that hearings once begun in a 
case shall be concluded within one year, 
and that six weeks after the filing of 
briefs or conclusion of the hearings, 
whichever is later, the examiner shall 
render his decision. The NARUC was to 
determine finally whether it wanted to 
sponsor or recommend such legislation in 
the next Congress. 
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Sun Storms Point Need for 
Satellite Communications 


eer flare-up of solar sunspots 
has emphasized the need for a black- 
out-proof system for communications via 
satellites. In mid-November a gigantic 
solar flare from the sun disrupted com- 
munications around the world. Scientists 
were quick to point out that a satellite 
communications system would not have 
been knocked out by the solar eruptions. 

Solar flares hurl torrents of charged 
particles into space at speeds up to 1,000 
miles per second. These charged particles 
set off magnetic storms which spoil the 
ionosphere’s radio-reflecting qualities. 
Long-distance radio communications, 
using low frequency ranges, depend upon 
this reflecting quality of the ionosphere 
for proper transmission. Higher fre- 
quencies are not dependent upon this 
atmospheric layer; however, such trans- 
missions are limited to line-of-sight 
broadcasts. A serious solar flare can wash 
out ordinary long-distance radio com- 
munications. 

Scientists have pointed out that if 
enough satellites had been in orbit to 
maintain line-of-sight contact with all 
points of the earth, no disruption of com- 
munications would have resulted. Using 
frequencies in the 1,000- to 10,000-mega- 
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. cycle range such a system would have 
been able to penetrate the magnetic 
storms without any difficulty. At the 
moment, most long-distance radio com- 
munications use the 3- to 30-megacycle 
range, which is disrupted by solar flares. 


fee feasibility of this system was 
well proven when the sun Satellite 
Pioneer V passed through clouds of flare 
particles without disruption in its line-of- 
sight radio reporting to earth stations. 
During this same time other communica- 
tions were washed out for hours. 

The military has attempted to bypass 
the ionosphere during magnetic storms 
by bouncing signals off the moon and 
even off the trails of meteors. However, 
both military and civilian scientists be- 
lieve that the projected satellite communi- 
cations system will free world-wide com- 
munications from the caprices of the sun. 


Bell Testing Transistor 
Signal Device 


Fane fifty New York city business and 
professional men are now carrying 
a pocket-size receiver, developed by the 
Bell Telephone Laboratories, which en- 
ables their offices to signal them immedi- 
ately when they have an important tele- 
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phone call. The transistorized receiver, 
known as the “Bellboy Personal Signal- 
ing Set,” is now being given a six-month 
technical trial. 

A Bell Laboratories’ spokesman has 
stated that the device puts a telephone 
bell into the customer’s pocket. The serv- 
ice is personal because each receiver re- 
sponds only to its own signal, even though 
it receives all signals. Participants in the 
experiment are customers of the New 
York Telephone Company, such as con- 
tractors, real estate agents, and others 
whose work requires that they travel 
about the southern portion of Manhattan 
at times when they might receive im- 
portant calls at their offices. 

When a call comes in, the office secre- 
tary dials the “Bellboy” receiver number. 
When she hears a signal acknowledging 
her call, she hangs up. Radio signals 
promptly go out from three downtown 
locations, causing the pocket receiving set 
to emit an audible tone. The businessman 
then calls his office from the nearest tele- 
phone to receive his message. The “‘Bell- 
boy” receiver fits neatly into a jacket 
pocket and the small size is made possible 
by the use of ten transistors. 


yell equipment used in the 
New York city trial operates on a 
high frequency—in the 150-megacyle 
range—that is expected to reach inside 
most buildings in the test area. The re- 
ceiver will pick up signals much farther 
away from the downtown transmitter if 
the customer is out-of-doors. The test 
will determine whether it is possible to 
pick up the necessary radio signals inside 
elevators, subways, or windowless build- 
ings sheathed in metal. The signals may 
also be received in automobiles, a few of 
which have been equipped with dashboard 
“plug-in” models of the receiver. 

An earlier version of the “Bellboy,” 
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operating in a lower radio frequency 
band, was successfully tested at Allen- 
town, Pennsylvania, and Columbus, Ohio, 
several years ago. This version requires 
the assistance of an operator to reach 
customers carrying receivers, while the 
model being tested in New York city per- 
mits the receiver to be dialed directly. The 
six-month trial in a skyscraper area such 
as lower Manhattan is expected to give 
the new device a rigorous test. 


GE Expands Microwave 
Department 


General Electric Communication 
Products Department is expanding 
its microwave organization to meet the 
needs of the newly created business 
microwave field. GE has been selling 
microwave equipment to pipelines, utili- 
ties, toll roads, and other long-haul types 
of users since the late 1940’s. 

Walter E. Sutter, national sales man- 
ager for GE microwave products, has 
stated that the expansion places experi- 
enced microwave personnel at the head of 
a marketing campaign aimed at com- 
mercial groups which have just become 
eligible for privately owned systems. The 
new alignment within the GE organiza- 
tion is aimed at placing emphasis on 
hand tailoring individual systems to meet 
specific customer needs. 


AT&T to Build Cable 
Ship 

I* keeping with its program to expand 

the telephone cable network, American 
Telephone and Telegraph Company has 
announced the building of a specially de- 
signed ship for cable laying. Specifica- 
tions call for an overall length of 512 
feet, with storage capacity for some 1,800 
miles of deep-sea cable. The new ship, 
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to be built in a West German shipyard, 
is scheduled for completion in 1962 and 
it will be used for cable-laying operations 
in the Pacific, Atlantic, and Caribbean. 
C. E. Schooley, director of operations 
for the Long Lines Department of AT&T, 
has stated that even after the satellite 
communications system has become a 
reality the transoceanic cables will con- 
tinue to form a vital part of the overall 
global network. Recent solar flares have 
failed to disrupt cable operation; how- 
ever, this present advantage will be of less 
importance as soon as an adequate num- 
ber of satellites are in orbit. Mr. Schooley 
has stated that additional cable circuits 
are needed “to give us the capacity to 
handle the vast volume of global com- 
munications we expect- to develop in the 
years ahead.” The new cable ship will be 
an important part of the ever-expanding 
world-wide communications network. 


Electronic Central Office 


_ electronic switching system has 
begun serving 50 selected residence 
and business telephone users in Morris, 
Illinois. The world’s first electronic cen- 
tral office will give the Bell system a 
chance to observe the performance of the 
electronic unit and determine which of 
the many new services customers prefer. 
Customers will gradually be added to the 
electronic central office during the next 
few months until a maximum of 700 is 
reached. The test is scheduled to continue 
for a three-year period. 

Some of the new services available 
through the electronic system are: (1) 
the use of home extension phones as 
intercoms simply by dialing a two-digit 
code; (2) the reaching of frequently 


called numbers by dialing a two-digit 
code; (3) the switching of incoming calls 
to any other number through the use of 
a code; (4) the transferring to another 
phone of incoming calls when the line 
originally called is busy. 

Electronic switching will eventually 
provide many other services beyond those 
being introduced in the Illinois test. 
Among those would be the allowing of a 
third telephone to be connected to an ex- 
isting telephone conversation and the 
automatic completing of a call to a busy 
line after the circuit becomes free. Bell sys- 
tem engineers are also investigating the 
possibility of providing some of these fea- 
tures through present switching systems 
should there be enough customer demand 
for such services. 


T° addition to customer benefits the 
electronic central office promises 
greater ease of maintenance, reduced 
space and power requirements, and 
simplified engineering for the telephone 
companies. Among the unique features 
of the system is a built-in “worrier” 
which reports more than 90 per cent of 
the unit’s own malfunctions. 

More than 2,250,000 bits of informa- 
tion can be stored in the system’s elec- 
tronic “memory” and when a caller dials 
a code for a special service the equipment 
asks the “memory” what to do. The 
answer is produced and the proper con- 
nections are made—all in millionths of a 
second. 

The electronic switching equipment 
was produced and installed by Western 
Electric and work is already under way 
at the Bell Laboratories for the volume 
manufacturing of a production model by 
1965. 
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Financial News 
and Comment 


By OWEN ELY 


Progress with Atomic Power, 
Fusion, and “Exotic Power” 


parang regarding the cost of gen- 
erating electricity by nuclear reactors 
continue to be somewhat confusing. Both 
Newsweek and U. S. News (October 24th 
issues) carried the flat statements that 
atomic power at the new Dresden plant 
would be competitive with fossil fuel 
plants. 

On the other hand, The Wall Street 
Journal of October 13th had a differ- 
ent version—that Dresden will eventual- 
ly produce electricity at a cost of about 
7.5 mills per kilowatt-hour or about “the 
cost of current produced at plants under 
construction when Dresden was author- 
ized in 1955.” Moreover, if $15 million 
for research and development had been in- 
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cluded the cost would increase to around 
10 mills. é 

There had been some earlier skepticism 
as to whether General Electric’s construc- 
tion costs had advanced since the original 
contract was signed, but that company, in 
a full-page ad in The Wall Street Jour- 
nal, again stated that Dresden had been 
completed ‘not only on target, but also 
ahead of the contract schedule within 
original cost figures.” 


HE Atomic Energy Commission’s es- 
timates of generating costs for boil- 
ing water reactors (see article in this 
department, October 27th issue) were 9.6 
mills current cost and 7.5 “potential” 
cost, compared with current costs for coal 
of about 6-7 mills. However, even the 
commission’s “potential” cost figure has 
been criticized in a study released by the 
congressional Joint Committee on Atomic 
Energy (P.U.R. Weekly Letter, October 
14th). Robert McKinney, author of the 
study, held that by 1970 the cost of pro- 
ducing electricity at fossil fuel plants will 
have dropped to five mills, which will 
maintain the advantage of such plants 
over atomic reactors. 
However, the prospect is not so dark 
for atomic power. Reports have appeared 
in the press recently regarding a more 
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efficient and less costly method of pro- 
ducing U 235. Roughly 10 per cent of 
the nation’s electric output is taken by the 
AEC and it seems fair to assume that a 
good part of this is used at Oak Ridge 
and other plants to produce the rare 
U 235, which is separated from the non- 
explosive U 238 by the expensive gas 
diffusion process. Uranium hexafluoride 
is pumped through thousands of porous 
barriers and since U 235 goes through a 
little more easily, it is eventually sepa- 
rated by this means. But now the gas 
centrifuge method—used earlier, but 
abandoned—has been perfected abroad. 

(See Time October 24th.) Professor ° 
Groth of Bonn University says that only 
one-tenth as much electricity will be need- 

ed with the new process; and the cen- 
trifuge can be made at moderate cost. 


_ AEC has heretofore enjoyed al- 


most a monopoly in the production 
of U 235. It apparently learned too late 
about the new centrifuge and efforts to 
“head it off’ seem to have failed, as the 
Degussa Company of Frankfurt is said 
to be producing the centrifuges experi- 
mentally. The AEC has been fearful that 
this new development will make it pos- 
sible for China and smaller countries to 
join the H-bomb Club. But another re- 
sult might be to make atomic power 
cheaper, with U 235 becoming commer- 
cially available—unless the government 
puts it in a class with gold. Some 100 
concerns are reported competing actively 
with the AEC in the preparation and sale 
of radioisotopes, and it seems conceivable 
that the new process might also be used 
by private companies in the U. S.—or 
if not here in foreign countries, particu- 
larly Canada. 
The AEC announced some weeks ago 
that it would issue an operating license 
to the Martin Company of Baltimore to 
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test an advanced nuclear power reactor 
concept, which would eliminate the neu- 
tron-absorbing control rods now used to 
regulate the rate of nuclear fission. Mar- 
tin would substitute a bed of pea-sized 
pellets of enriched uranium suspended in 
water. According to the Dow-Jones re 
port, a chain reaction can occur in such a 
system only when the pellets are separated 
by precise distances. Hence, the reactor 
can be regulated simply by forcing more 
water up through the pellets; and the wa- 
ter would also serve as a coolant. The 
first critical test was scheduled for No- 
vember. 


COMPANY statement indicated that use 
of the pellets would “simplify and 
reduce the cost of production, refueling, 
and reprocessing. ... (and) promises to 
produce power at a fuel cost comparable 
to that of conventional fuels anywhere in 
the world.” However, an officer of the 
company, in response to our inquiry, ad- 
vised as follows: 


Although we have great hopes in 
the liquid fluidized bed reactor concept, 
the recent article to which you refer 
may have exaggerated these somewhat 
by a quotation out of context... . The 
work under this original research and 
development contract is still not com- 
plete. So far, we have not encountered 
any problems which discourage the idea 
that a large-scale LFBR might reduce 
nuclear fuel costs sharply, but a more 
definite statement must await the com- 
pletion of critical tests—and, ultimate- 
ly, the actual construction of a power 
reactor. 


HERE is also a note of encouragement 
in the fact that Oak Ridge is building 
a “molten salt reactor” which can be op- 
erated at very high temperatures. Since 
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the fuel is in solution, no fabrication of 
fuel elements is necessary and continuous 
removal of fission poisons is possible. For- 
tune also reports that several research 
groups hope to utilize the high tempera- 
tures at the heart of an atomic reactor 
by making a uranium fuel rod an integral 
part of a thermionic tube. While there 
are still many engineering problems to 
be solved, it is estimated that with thermi- 
onic tubes that are 20 per cent efficient, 
the overall efficiency of a power reactor 
might be boosted from 30 per cent to 45 
per cent. 


Also, Business Week quotes Walter- 


Reichelt (head of Los Alamos research- 
ers) as believing that a perfected plasma 
thermocouple will provide a cheap means 
of producing electricity from nuclear re- 
actors. The plasma would be substituted 
for one of the two dissimilar metals across 
whose junction heat is passed, and would 
have a driving force estimated to be one 
thousand times stronger than the metal 
to which it is attached. 


teen operation of the nearly 
completed $44 million Enrico Fermi 
nuclear power plant is held up in the 
courts due to the challenge of labor unions 
as to its safety, especially in view of its lo- 
cation near Detroit. About one-third of 
the cost of today’s reactors can be 
ascribed to safety precautions, including 
the big sphere that accounts for about 10 
per cent. Perhaps it would be cheaper 
to bury the plant underground; at any 
rate some future reduction in safety costs 
should be possible. 

In the field of fusion, some of the 
principal laboratories working on the 
problem have given up the idea of trying 
to stabilize the writhing plasma of hot 
ionized gases by powerful magnetic fields. 
The British have scrapped their pinch ma- 
chines. New designs are coming to the 
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fore with the usual queer names, such as 
“cusped geometry” reactor, “caulked 
picket fence,” and “helixion.” (See Scien- 
tific American for November.) Apparent- 
ly Soviet physicists are following the same 
trend—they calculate that plasmas thread- 
ed by internal magnetic fields lose a great 
deal of energy in the form of long infra- 
red rays, at the enormous temperatures 
required to produce fusion; hence the new 
trend is to use only magnetic fields outside 
the gas. 


important progress was 
reported early in November by Dr. 
Frederick H. Coensgen, of the Lawrence 
Radiation Laboratory, in a paper present- 
ed to the plasma physics division of the 
American Physical Society. He reported 
that he had been able to produce a flash 
of energy with a temperature of 60 mil- 
lion degrees—which was maintained for 
one-thousandth of a second compared with 
a few millionths of a second heretofore. 
The new device is called a “magnetic mir- 
ror” machine. Apparently, the trick was 
to arrange the magnetic fields in a new 
way which proved successful in confining 
the plasma at high temperatures in a space 
about the size of a football. The method 
of verifying the results—by measuring 
the production of neutrons, which have 
no magnetic charge and pass freely 
through the walls of the magnetic bottle 
—also seems new and ingenious. Further 
progress with this apparatus, to produce 
even hotter plasmas and longer control 
periods, is hoped for. 

There has not been much news recently 
regarding progress with the fuel cell, but 
Thompson Ramo Woolridge, Inc. reports 
it has developed a compact cell which re- 
generates its own fuel. A typical unit de- 
signed to generate half a kilowatt for 
sixty days would weigh 200 pounds or 
about one-sixth the weight of a nonregen- 
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erative system and the additional fuel re- 
quired. A small nuclear reactor will prob- 
ably be used to regenerate the fuel. 


HE July issue of Fortune described 

some of the “exotic power packages” 
proposed for use in space vehicles and 
modern warfare gadgets, and added 
“theoretically some of the new devices 
should make nuclear power plants as ef- 
ficient as the best of today’s steam pow- 
er plants, and they could augment the 
efficiency of conventional power stations 
so as to extend, in effect, by 50 per cent 
the world’s resources of fossil fuels. 
Small thermoelectric generators (thermi- 
onic tubes and solar batteries) theoretical- 
ly could be made 20 to 35 per cent efficient 
compared with the present 10 per cent.” 
Fortune also says an MHD generator 
with a capacity of over 150,000 kilowatts 
might be 55 to 60 per cent efficient. 


> 


Ohio Commission Adopts 
“Flow Through” 


HE public utilities commission of 
Ohio on October 7th announced its 
findings on the rehearing of Cincinnati 
Gas & Electric Company’s application to 
increase electric rates (Case No. 27749). 
The original order of April 15, 1960, had 


reduced the company’s requested increase 
by 30 per cent and the decision on rehear- 
ing also reduced it by an additional 30 
per cent, or a total of 60 per cent. Thus 
the requested annual increase in revenues 
of about $2,238,000 was reduced to $879,- 
000. 

The commission allowed a rate of re- 
turn of 5.6 per cent on a rate base of 
$88,564,800, although the company had 
claimed that it was entitled to a rate of 
return of 6.25 per cent on a rate base 
of $103,916,975. One commissioner dis- 
sented from the latest decision. 

In exploring the question of flow 
through versus normalization of tax sav- 
ings, the commission employed as its wit- 
ness Dr. Robert Eisner, professor of eco- 
nomics at Northwestern University. He 
testified that accelerated depreciation does 
not result in any “deferral” of federal 
income tax, since present reduction of the 
tax could only be considered a deferral 
if it could reasonably be shown that there 
would be a corresponding increase in taxes 
at some future date—but that for any 
“normal going” utility company no such 
increase would ever take place. 


O' course this would not be the case if 
there should be a change in the in- 
come tax law that would force a return to 


Yield Spread: Al+- Bonds 
Exceeded Common Stocks 


CURRENT YIELD YARDSTICKS 
(Standard & Poor’s Indexes) 


Nov. 16, 1960 Range 1959 Range 
1960 High Low High "to 
447% 4.72% 432% 471% 4.23% 
4.53 4.73 36 4.76 4.24 
4.63 4.86 4.49 4.94 4.44 
4.74 5.16 4.56 5.19 4.71 
4.79 4.88 4.57 4.90 4.45 
3.86 4.11 3.68 4.13 3.71 
0.61 0.61 0.64 0.58 0.52 


*Twelve industrial and two utility issues (high-grade). 
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the use of straight-line depreciation for 
tax purposes. He pointed out, however, 
that this possibility is no excuse for con- 
sidering the deferred taxes as a liability. It 
could also be argued that a future admin- 
istration “hostile” to business might levy 
a new capital gains tax, or increase the 
corporate profits tax rate, so that future 
taxes would be higher; and a request 
might then be made for a “reserve” for 
such future increases in taxes. 

In support of his argument that total 
tax savings will never decrease, Dr. Eis- 
ner testified that any “going utility” 
makes property additions year after year, 
and that the new additions, depreciated 
at the accelerated rate, contribute more 
than enough extra dollars (in deductions 
for depreciation expense) to offset lesser 
depreciation deductions being taken on 
the older assets. This argument is not 
new, having been originated by Consoli- 
dated Edison several years ago, although 
that company (if we recall correctly) 
calculated that it would not reach the point 
of a decrease in total tax saving for about 
thirty years. On the other hand, Georgia 
Power Company has prepared an exhibit 
showing that “under conditions of con- 
tinual, though erratic, plant additions, 
plant investment balances can remain 
static and yet the accumulated reserve 
for deferred federal income tax can de- 
cline.” (See pages 833-836, November 
24th issue. ) 


EIsner’s exhibits apparently as- 
sumed that a company’s plant addi- 
tions would be either at a constant rate or 
an increase in rate. Possibly he failed 
to allow for the variations in construc- 
tion budgets due to the occasional con- 
struction of generating plants, the impact 
of depressions on the growth of indus- 
trial business, the possible effects of 
changes in the art of generating electricity, 
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etc. The utilities commission stated: 


The dynamic economic growth of 
this country and of this state are facts 
which this commission cannot ignore. 
There is little doubt that this growth 
will continue apace in the foreseeable 
future. .. . The prediction of the com- 

’ pany that in the next decade there will 
be a doubling of the nation’s demand 
for electricity, and that the rate of 
growth of the Cincinnati Gas & Elec- 
tric Company will be in excess of that 
for the nation is similar to predictions 
that have been made a number of times 
by utilities appearing before this com- 
mission. 

The company is taking steps to appeal 
the decision “on all grounds” to the Ohio 
supreme court, so that the court may have 
the final word on the question of flow 


through. 


Appraising Potential Election 
Effects on the Utilities 


Locke of Goodbody & Co. has 
written an Institutional Research 
study on “Kennedy and the Utilities,” 
which we summarize as follows: 

There is no reason to fear any sudden 
legislative attack on the utilities, partic- 
ularly in the earlier days of the new Con- 
gress. Conditions are now far different 
from those during the early days of the 
Roosevelt administration and the type of 
corrections accomplished during the 
1930’s are no longer needed. However, at 
some later date Goodbody & Co. foresees 
the possibility of some unfavorable devel- 
opments. One of these would be legislation 
to expand the service area of TVA. In 
last year’s amending act such extension 
was limited to five miles beyond the exist- 
ing perimeter, except for a few commu- 
nities. 
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- Mr. Kennedy’s election, by encouraging ings but would only buy on weakness, “as 
th of the “public power group,” might also these issues still appear to us too generous- 
facts result in the building of new federally ly priced.” 
nore, financed hydro projects in the Pacific 
sk be & Co. feels that there are a 
d P general the gas utilities appear to be less 
of vulnerable politically than the electric 
Flec- M& Locke suggests that the “big city” utility industry. However, the regulatory 
utilities, especially those also serv- position of the pipelines and integrated 
that 
isa ing suburban growth areas, may now be systems still remains very confused and 
insite of increased interest to investors because the character of future appointments to 
seit, they do not have this problem of REA the FPC by President Kennedy would be 
competition. of considerable importance to these seg- 
Regarding the “fast growth” utility ments of the gas industry, as well as in 
peal stocks, he advises retaining present hold- connection with hydro projects. 
Dhio 
have 
flow 
FINANCIAL DATA ON GAS UTILITY STOCKS 
Annual 11/16/60 Divi. Brice Die, Conan 
on Rev. Price dend A Share In Share Earn. Earn. Pay- Stock 
(Mill) About Rate tela Earns. Recent 5-yr. Aver. Ratio out Equity 
Pipeline and Integrated Systems 
has $ 6 O Ala-Tenn, Nat. Gas.... 23 $120 5.2% $1.55Se 5% 8% 148 77% 43% 
227 S American Nat. Gas ..... 73, «2.60 3.5 4.90Se 7 149 53 40 
” 111 A Ark. Louisiana Gas ..... 33 1.00 3.0 1.65Se _ 50 200 64 40 
es, 62 O Colo. Interstate Gas .... 37 125r 34 177Je NC 11 209 71 26 
465 S Columbia Gas System... 22 110 50 1.50Se 15 6 14.7 73 «44 
d 21 O Commonwealth N.G.... 24 1.10 4.6 1.76Je 12 6 16" GS S52 
324 S Consol. Nat. Gas ...... 49 220 45 345Se 12 3 142 64 «58 
452 S Nat 27 4.8 1.38De 3 11 196 94 21 
55 BautablecGas 38 864.9 2.38Se D9 11 16.0 78 46 
47 O Houston N.G........... 30 27 
ent 24 O Kansas Nebr. Nat.Gas.. 24 1.19 5.0 1.85Je 22 6 130 64 36 
the 125' stat Gas 43 180 4.2 2.50Se 7 6 172 72 43 
88 S Miss. River Fuel ........ 33 160 48 2.19De 12 5 15,1 7350 
of 31 S Montana Dakota Util. .. 31 1.97Se 15 5 co 
the 29 O Mountain Fuel Supply .. 29 140 48 1.84Se 8 4 158 7 53 
04 Buel: Gas: 23 1.79Se D6 Go GF 52 
vat 159 S Northern Nat. Gas ..... 30 140 47 2.15Je 26 7 140 65 32 
ees 43 S Oklahoma Nat. Gas ..... 30 140 47 2.15Se 13 5 140 65 34 
137 S Panhandle East. P. L... 48 180 37 3.30De 18 9 145 55 38 
el- 226 S Peoples G. L. & Coke.. 63 260 41 438Se 17 8 144 59 4 
on 33 O Pioneer Natural Gas .... 25 88 3.5 1.40De 27 9 179 63 41 
122 S Southern Nat. Gas ...... 39 5.1 2.13Se 15 — 13 36 
In 46 O Southern Union Gas.... 25 112 45 1.50De 7 
on 463 S Tenn Gas Trans, ....... 23 «110 48 1.41Se 38 Fy 163 2% 2 
| 296 O Texas East. Trans. ..... 31 140 45 2.52Se 28 4 12.3 56 2 
st- 116 S Texas Gas Trans, ...... 340150 4.4 2.47Je 24 4 138 61 = 2i 
147 O Trariscont.Gas P.L.... 20 50 _7 10 160 80 20 
354 S United Gas Corp, ...... 32. «1500 4.7 2.09Se Di2 Z WS 72 40 
Averages .......... 44% 14% 9% 15.1 68% 
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rice dend are n £arn. arn. 
(Continued) About Rate teld Earns. Recent 5-yr. Aver. Ratio 


Retail Distributors 

Atlanta Gas Light 
Berkshire Gas 
Bridgeport Gas 
Brockton-Taunton Gas .. 
Brooklyn Union Gas .... 
Central Elec. & Gas .... 
Cent. Indiana Gas 
Chattanooga Gas 
Elizabethtown Gas 

Gas Service 

Hartford Gas 

Haverhill Gas 

Indiana Gas & Water .. 
Laclede Gas 

Louisiana Gas Service ... 
Mich. Gas Utils. ........ 
Minneapolis Gas 

Miss. Valley Gas 

Mobile Gas Service 

New Haven Gas 

New Jersey Nat. Gas ... 
Nor. Illinois Gas 

North Penn Gas 
Northwest Nat. Gas 
Pacific Lighting 
Piedmont Nat. Gas 
Portland Gas Lt. ........ 
Providence Gas 

Rio Grande Valley Gas . 
So. Atlantic Gas 

So. Jersey Gas 

United Gas Improvement 51 
Wash. Gas Light 

Wash. Nat. Gas 
Western Ky. Gas 


2% $2.79Je 40% 1% 11.1 
3.47Au At 0 
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FINANCIAL DATA ON TELEPHONE, WATER, AND TRANSIT STOCKS 


rice pprox. are re Larn. arn. 
Communications About Rate Yield Earns. Recent 5-yr. Aver. Ratio 


American T. & T. (Cons.) 94 3.5% 7$5.45Au 8% 4% 
Bell Tel. of Canada 48 : 4.6 2.39De 12 — 200 
Cin. & Sub. Bell Tel. ... i 48 5.57De 2 
Mountain Sts. T.&T. .... 1.33Au 7 
New 45 2.28Je 7 
So. New Eng. Tel. x 4.9 5 


ONS Porn 


Independents 
Anglo-Canadian Tel. .... 
Brittsh Gol, Tel. . 
Cant, inter, Del. 
Calif. Water & Tel. ..... 
Commonwealth Tel. .... 
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0000000 


Rev. Pay- Stock 
(Mill.) out Equity 
7 146 82 48 
m3 6 1 172 82 41 
89 *165 68 42 
2. 45 6 13.3 62 18 
14 174 93 58 
6 5 114 68 44 
— 16 110 49 79 
7 133 62 35 
ae. 9 140 58 51 
3 15.2 87 53 
eee 21 14.7 61 46 
58 141 64 38 
ee 9 47 — 4 
7 1223 S3 37 
53 149 72 43 
ee 18 119 62 37 
6 187 79 38 
8 120 62 68 
16 *160Je *12 *12 *156 56 36 
105 1.20 2.07Se 20 14 193 58 42 
11 65 1.18Je 28 7 102 55 65 
20 84 *1.58Se *26 *11 *146 53 36 
307 2.40 3.10Se 20 2 161 77 41 
12 50 84Je 10 — 167 6 27 
2 75m 1.93De Di2 13 83 39 27 
fo 11 56 55Au DIS 5 182 102 48 
4 4.16 30Je D8 7 117 53 46 
5 80 87De D28 — 161 92 30 
16 1.10 143Se 13 13 189 77 51 
oe 36 2.40 3.98Se 14 10 128 60 49 
63 2.40 4.18Je 13 3 124 67 39 
18 1.00 157Se 20 159 64 38 
Bee Sue 11 80 1.95Je 42 15 92 36 36 
| 
(Mill.) out Equity 
$6,771 = 
377 92 62 
51 81 77 
288 68 59 
380 75 (59 
1,040 
128 88 65 
7% 4% 183 79% 
7 $3.47Je 10% 21% 11.0 35% 44% 
45 2.84Se 8 — 642 7 B 
4 51Se D45 NC 25.5 137 24 
25 193Se D3 5 145 70 36 
Se oR 22 1.59Se 3 — 132 55 33 
Ager 5 1.47De 9 8 136 61 35 
oe 5 132De 32 4 197 7 40 
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Approx. 

Ann 11/16/60 Divi- Recent Per Cent Increase Price- Div. Common 
Rev (Continued) rice prox. Share In Share Earn. Earn. Pay-' Stock 
(Mill.) About Rate teld Earns. Recent 5-yr. Aver. Ratio out Equity 


1,081 S General Tel. & Elec. .... 27 76 28 41.07Se D3 10 i252 7 @ 
24 O Hawaiian Telephone .... 23 100 43 71.460c 15 4 7158 69 42 
8 O Inter-Mountain Tel. .... 16 80 5.0 77De_ 8 14 53 
9 A Puerto Rico Tel. ........ 50 180 3.6 1.93De Dl — 259 93 42 
26 S- Rochester 100 45 1.48Je D7 5 149 67 36 
12 O Southwestern St. Tel.... 24 120 5.0 1.70Se 15 3 141 #70 42 
13 O Tel. Service of Ohio .... 28 13 1.31Je 40 S 
42 O United Utilities ........ 41 145 3.5 1.95De 19 14 210 74 # 39 
Weet Goast Vel. 26 120 46 1.94De 10 5 34 6 37 
276 S Western Union ......... 40 140 35 2.59De 31 15 15.4 54 87 
Averages .......... 4.1% 7% 7% 178 70% 
Water Companies 
Holding Companies : 
48 S American Water Works. 20 $.80 40% $1.60Se 21% 7% 125 50% 19% 
Operating Companies 
5 O Bridgeport Hydraulic ... 37 $1.70 46% $1.86De 6% 5% 199 91% 53% 
17 O Calif. Water Service ... 23 N20 (52 1.56Se D10 6 14.7 77 37 
5 O Elizabethtown Water ... 26 120 4.6 2.20De 17 — 11.8 55 60 
12 S Hackensack Water ..... 50 2.40 48 *4.36De ¥*32 SS 35 
10 O Indianapolis Water ..... 25 120s 48 1.70Se Zz 5 14.7 70 334 
6 O Jamaica Water ......... 49 220 55 3.10Se D3 17 129 «67 28 
5 O New Haven Water ..... 6/ 340 51 2.91De D12 = 20 7 55 
2 O Ohio Water Service ..... 27. —-1.50b 5.6 1.65Se D6 — 164 91 33 
11 O Pennsylvania Gas & Wtr. 26 120 4.6 1.79Je 9 6 14.5 67 =29 
11 O Phila. & Sub. Water .... 59 180v 3.1 3.24Se 7 5.1832 S% 2 
3 O Plainfield Un. Water ... 20 110 | 5S 2.31De 44 12 87 43 66 
San Jose Water... 37 130 | 35 2.22Se D7 10 167 59 41 
7 O South. Calif. Water .... 21 1.00 48 1.38Je 15 8 152 2 36 
4 O Southern Gas & Water .. 23 80d = 7.5d 1.72My 24 5 134 47 19 
5.3% 12% 6% 15.1 69% 
Transit Companies 
21 O Baltimore Transit ...... 8 — —  $1.02De 72% 11% 78 — % 
12 © Gincinnati Transit .......: 9 $ .30 3.3% 91De 9. _ 99 33% 56 
66 S Fifth Ave. Lines ....... 17. 100t 5.9 23De — 

322 S Greyhound Corp. ....... 21 1.00a 48 1.81De D5 7” THe Sk eZ 
26 S Nat. Gity Lines:......... 24 2.00 83 2.22De 33 — 108 990 92 
13 O Niagara Frontier Trans. 13 60 4.6 76De 17.1 79 «67 
20 A Pittsburgh Rys. ........ 11 Zs —- — 9% 

6 O Rochester Transit ...... 7 AD 57 1.08De 26 a 65 37 100 
St. ows 0 80 8.0 77De 13 — 130 104 93 
City 100 9.1 59De 146 — 186 170 65 
Zo O United 6 89De 18 67 79 54 

Averages ....... se 6.4% 52% 2% 10.2 81% 


A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock Ex- 
change. Ja—January; F—February; Ma—March; Ap—April; My—May; Je—June; Jy—July; Au—Au- 
gust; Se—September; Oc—October; N—November; De—December. *Deferred taxes resulting from lib- 
eralized depreciation are not normalized. If normalized, the price-earnings ratio would be higher, and the 
rate of increase in share earnings would be smaller. ¢}On average shares. D—Decrease. a—Also 10 per 
cent stock dividend October 24, 1960, b—Also 2 per cent stock dividend September 30, 1960. c—Also one- 
half per cent stock dividend October 31, 1960. d—Also 1 per cent stock dividend quarterly (included ir 
yield). e—Also 3 per cent stock dividend January 7, 1960. f—Regular annual 2 per cent stock dividend included 
in yield. g—Stock split 5 for 4 to stockholders of record October 11, 1960. m—Also 10 per cent stock dividend 
January 15,.1960. q—Indicated new rate after 8-for-1 split July 15, 1960. r—Also 40 per cent stock dividend 
June 13, 1960. s—One share of 111 Realty Corp. common for each 10 shares held. Paid March 31, 1960. 
t—Paid to date. u—Twenty per cent stock dividend paid January 15, 1960. v—Also 3 per cent stock dividend 
payable January 6, 1961, and similar dividend was paid January 7, 1960. N.C_——Not comparable. 
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What Others Think 


Vitality in Business 


geen has recently been published 
which contains the McKinsey 
Foundation lectures, delivered by Fred- 
erick R. Kappel, president of the Ameri- 
can Telephone and Telegraph Company. 
The lectures originally were delivered by 
Mr. Kappel to a group of prominent 
businessmen and scholars on the Colum- 
bia University campus under the auspices 
of the Graduate School of Business. They 
have now been published, together with 
certain modifications which arose out of 
postlecture discussions, in a volume en- 
titled “Vitality in a Business Enterprise.” 

Mr. Kappel is well-qualified to speak 
on the subject of vitality in business since 
his knowledge of the telephone industry 
encompasses everything from working on 
a construction crew with the Northwest- 
ern Bell Telephone Company in Minne- 
sota to assuming the position of president 
of AT&T in 1956. Having thirty-six 
years’ experience with AT&T has put him 
in the position of knowing that vitality 
in business is not always the “activity 
which first strikes the eye.” Indeed, he 
notes that the company that is in a period 
of prosperity may be in a decline as far 
as future growth is concerned, and the 
struggling enterprise could well be build- 
ing toward a firm and flourishing future. 

A few of the problems that have faced 


DECEMBER 8, 1960 


- the Bell system, which would test a com- 
pany’s vitality, include legal actions, 
strikes, natural disasters, severe depres- 
sion, war, prolonged shortages of essen- 
tial materials, inflation, and regulation. 
Mr. Kappel is quick to point out, how- 
ever, that meeting such crises is no more 
important than meeting the incumbent 
demands when all appears to be going 
well. 


A™ business enterprise, as so many 
authorities have pointed out, is no 
more or less than the people involved. Mr. 
Kappel states: 


My business is blessed with many 
people of wonderful vitality. I know 
many of them well. I also know some 
who lack vitality or have lost it. 
Through the years I have often asked 
myself: Why does one person have it 
when another does not? Where did it 
come from? Why does it grow in the 
one and fade in the other? How much 
is inborn and how much is acquired? 

Out of this kind of speculation and 
many years of observation, I have de- 
veloped some convictions in these mat- 
ters. 

I believe the person who is capable 
of bringing a plus of vitality to a busi- 
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ness already has some of this quality 
well developed by the time he comes 
to work. It may be to some extent in- 
born; it certainly has been developed 
by early family and school experiences. 
He has used his opportunities well. He 
has made a habit of the willingness, 
the desire, to dig and strive. He has 
already competed for what he wanted, 
and learned to enjoy the effort. His 
own life is important to him. What he 
does with his life in the way of achieve- 
ment makes a difference to him. He 
feels deeply accountable for using his 
life well. 


and again Mr. Kappel, through 
quotes such as the one above, stresses 
the importance of the individual in an 
organization. He does not discount the 
possibility of the growth of vitality in 
individuals and he believes that a business 
can operate in a way that will contribute 
to such growth. Among the things he lists 
as contributing factors to a healthy 
climate for growth are providing oppor- 
tunities and incentives, setting of de 
manding and exciting goals, encourage- 
ment of relationships that are stimu- 
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lating, supporting attitudes of independ- 
ence and self-reliance, and demanding 
the employees’ best efforts at all times. 

Mr. Kappel outlines the forces of de- 
cay in a business and then suggests how 
to deal with them. He stresses the fact 
that a feeling of ethical responsibility 
often results in an organization that is 
vital, strong, creative, and, most impor- 
tant of all, enduring. 


) the foreword to Mr. Kappel’s vol- 
ume, Courtney C. Brown, dean of the 
Graduate School of Business, Columbia 
University, states that guest lecturers for 
five successive years have chosen to speak 
chiefly about people working together in 
large organizations. Mr. Kappel, as his 
lectures demonstrate, follows this general 
trend, bringing a vast amount of know- 
how and a sharp incisive analysis of 
what produces a long-term thriving busi- 
ness organization. A must on the reading 
list for every executive and those in man- 
agerial positions. 

VITALITY IN A BusINEss ENTERPRISE, 
by Frederick R. Kappel, published by 
McGraw-Hill Book Company, New 
York, New York, 102 pp. Price $4. 


forty-second annual convention 
of the American Gas Association in 
October at Atlantic City was held in an 
atmosphere seemingly charged with op- 
timism over the future. More than 5,000 
utility delegates heard Wister H. Ligon, 
retiring president of AGA, start off the 
proceedings with a pledge by the gas in- 
dustry to fight against a coal-sponsored 
“National Fuels Policy” program which, 
he declared, would deprive American con- 
sumers of the right to choose between 
competing’ fuels in an open market. He 
said on this: 


AGA Convention Roundup 


. . . This nation leads the world in 
fuel production and energy use, largely 
because of the traditionally American 
freedom of enterprise we have so long 
enjoyed. Free competition, based upon 
natural economics, has not only per- 
mitted all energy industries to serve the 
public well, but has helped stimulate 
the search for, and development of, 
new fuel sources. 

But today, under the guise of estab- 
lishing a so-called “National Fuels 
Policy,” one energy industry would up- 
set this system of free competition in 
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favor of another system under which 
fuels and their end use would even- 
tually be controlled by government. 


The AGA head saw in such a develop- 
ment the impairment of production, pric- 
ing, and ultimately the marketing of all 
fuels. He said the gas industry would be 
seriously hurt, but that the real loser 
would be the consumer. “Our industry 
will fight such artificial restraints with all 
the strength we can muster.” 


Ligon said a generally favorable eco- 
nomic outlook and the industry’s de- 
termination to apply itself to the funda- 
mental three R’s—research, reserves, and 
retailing—would see fuel and gas equip- 
ment sales for the ten years ending in 
1969 top $128 billion, or 5.5 per cent 
more than the industry’s previous 100- 
year total and nearly three times its 
record-breaking 1950-59 total. 


_ He forecast a 34 per cent increase in 
gas customers in the next ten years and 
said sales of gas are expected to nearly 
double by 1970, while plant investment 
will more than double, going from to- 
day’s $20 billion to $48 billion. 


_ this same period, the AGA 


president said, construction expendi- . 


tures, not including those for appliance 
manufacturing facilities, will total $28 
billion, or about 39 per cent more than 
the industry’s entire gross plant value at 
the start of the decade. Speaking of re- 
search activities, Ligon stated that aver- 
age annual expenditure for research by 
AGA alone will more than double the $2 
million spent in 1959, and such expendi- 
tures will be more than matched by mem- 
ber utilities and equipment manufac- 
turers. 

Increased emphasis on reserves will 
mean expansion of the search for gas 
supplies and “sizable extersion of to- 
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day’s network of field and gathering, 
transmission and distribution pipelines,” 
Ligon reported. He pointed out that in- 
dustry projections through 1969 indicate 
lines totaling nearly 900,000 miles—a ten- 
year expansion of 50 per cent. 

A return to retailing by the industry 
will see more vigorous direct selling and 
servicing of gas equipment by many gas 
utilities or a strengthening of utility- 
dealer-builder co-operation, Ligon said. 
The changing market conditions of today 
call for a change in techniques, he added. 

This means a return to merchandising 
by utilities, but not at the expense of a 
‘strong dealer program. Utilities, however, 
he said, will continue to be the ones which 
will have the incentive to put the em- 
phasis on the “top-of-the-line” gas ap- 
pliances. 


— T. Porter, AGA vice president, 
who moved up to the presidency for 
the year ahead, told the delegates that 
the number of customers served by city 
gas companies—residential, commercial, 
industrial, and others—would rise to 43.7 
million before the end of 1969. This com- 
pares with a 1959 year-end total of 32.6 
million. He foresaw a corresponding in- 
crease in the number of customers served 
by liquefied petroleum. In 1961 utility 
gas customers should reach about 34,190,- 
000 as compared with an estimated 33,- 
210,000 for 1960, Potter said. Projected 
revenues from utility gas sales to all types 
of customers, but not including equip- 
ment sales, were forecast by Potter for 
1960 as $5.5 billion and at better than $6 
billion for 1961. 

Gas continues to expand in the home 
field, Potter explained, despite a slow- 
down in the middle of 1960 in new hous- 
ing starts, because of home moderniza- 
tion. He said “fifteen years ago the aver- 
age American home used one and a frac- 
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tion pieces of gas-burning equipment. 
Usually it was the gas range. Today, the 
figure is close to four per average home 
—and in the decade ending in 1969, the 
average will rise.” 

Potter also commented on the recent 
area pricing decision of the FPC. He 
termed it a “statesmanlike approach” to 
the complex problem of field pricing of 
natural gas and said it should prove to be 
a stabilizing and ever-restraining in- 
fluence on natural gas prices. “By and 
large the decision ought to be welcomed 
as a very constructive step and all mem- 
bers of the industry should try to be con- 
structive in their approach to the prob- 
lem,” he stated. 


— FPC Commissioner William 
R. Connole addressed the AGA mem- 
bers and voiced the prediction that al- 
though the Phillips decision is a sound 
one that charts a well-defined policy of 
the Federal Power Commission, it will 
not have any significant effect on holding 
down prices. He said such prices would 
tend to escalate at a reduced rate, with a 
fairly stable producer-distributor price 
structure expected until the mid-sixties, 
largely because of a tendency of demand 
to push prices up which will be offset by 
growing competition from other fuels. In 
his opinion, significant statutory changes 
are needed to reduce the administrative 
work load of the FPC, by eliminating 
time-consuming, trivial, and nonessential 
applications and procedures. Another 
point he stressed was that emphasis and 
activity will swing away from the FPC 
to state commissions, with a resurgence of 
interest in and attention to the more 
classic regulatory approach to rate of re- 
turn. He said: 


It appears that gas prices will be- 
come increasingly stable—at least be- 
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tween now and 1965. There will be 
fewer applications for rate increases 
from pipelines based on producer in- 
creases, So, distributors, who are now 
the “third party,” will find themselves 
first on the regulatory firing line facing 
competitive fuels and the accompany- 
ing need for great skill and creative 
judgment in the formation of rates that 
will permit gas to meet competition in 
all its forms. 


Finally, Connole predicted that there 
may be a wholesale reappraisal of the 
methods of dealing with rate of return, 
many other factors being considered other 
than cost of money. He told the members 
of AGA that the gas industry has pros- 
pered as much because of, as in spite of, 
regulation. 


HE president of the Gas Appliances 

Manufacturers Association, Inc., 
Wendell C. Davis, told convention dele- 
gates that “the decade of the sixties might 
might well provide the answer to the 
question as to which fuel will become the 
dominant fuel of the future.” He said 
three fuels have laid claim to the title of 
the fuel of the future, but “through the 
sales performances and industry expan- 
sien of the next ten years will come a de- 
termination of the relative importance of 
gas, electricity, and oil as household 
fuels.” 

Davis said a better climate for gas ap- 
pliances must be created, with much em- 
phasis on consumer education as to the 
capabilities and versatility of gas-operated 
equipment. In addition, efforts should be 
intensified, he said, to build a better climate 
for gas appliances among those who sell, 
influence the sale, or install such products. 


To combat the growing competition of 
the electric industry, GAMA’s head said 
the gas industry would have to intensify 
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its efforts towards maintaining and ex- 
panding gas-heating and air-conditioning 
markets. 


w= the sixties be a decade of oppor- 
tunity or peril? Leon Cherne, execu- 
tive director of The Research Institute of 
America, Inc., gave the convention dele- 
gates some realistic appraisals of “what’s 
ahead” in terms of what it will mean to 
the gas industry. He said it is relatively 
easy to forecast big gains for the economy 
ten years from now. But to gain on one’s 
competition, an industry will have to grow 
faster than it does. Cherne believes that 
selling will grow highly competitive in 
the early sixties, that in the hard goods 
market the emphasis must shift from new 
customers to replacements, new and im- 
proved products. 

Cherne said he sees easier credit com- 
ing as the drop in federal borrowing 
tends to relax demands on the supply of 
lendable funds. And business depreciation 
reserves will be increasing despite the in- 
roads of inflation. Together, these factors 
will bring a reduction in interest rates. 
He said not to look for much lower rates 
than today’s—that the artificially high 
rates of the thirties, forties, and early 
fifties will not be seen again. 


HE state and local government spend- 

ing trend is up, based on mounting 
needs for education, roads, etc., Cherne 
said. Nonfederal bodies are a widening 
market for many businesses. Pressures 
for new revenue sources will mount as the 
traditional property tax base becomes in- 
creasingly inadequate to meet the higher 
local spending goals. Not only will tax 
rates be on the upgrade, but more states 
and local administrations will be turning 
to sales and income taxes. These will be 
levied on both individuals and businesses. 
Cherne told his audience not to expect 
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any substantial lowering of taxes during 
the sixties. Some relief might come from 
tax reforms, but none from rate cuts, he 
said. 


bie president of the National Asso- 
ciation of Home Builders, Martin L. 
Bartling, Jr., told AGA delegates that the 
opportunities for housing in the decade 
ahead are tremendous. He estimates that 
over the next several years a total of 16 
million homes will have to be built just to 
house the population as they are housed 
today. There will be problems, of course. 
Some of the more important ones, Bart- 
“ling said, are cost of land, building codes, 
financing, heating units in the low heating 
range—about 34,000 Btu’s—and stronger 
guaranties on gas-heating equipment. 

Another speaker at the AGA conven- 
tion, General James M. Gavin, former 
U. S. Army Deputy Chief of Staff for 
research and development, and now presi- 
dent of the Arthur D. Little research or- 
ganization of Cambridge, Massachusetts, 
told delegates that the United States is 
in the midst of a spectacular “research 
and development revolution” brought 
about by the mushrooming of science and 
technology. ‘Research has grown by leaps 
and bounds in the last ten years. Since 
our country was settled, an estimated $80 
billion has been spent on research—and 
$70 billion has been invested in the last 
decade alone,” Gavin stated. 

New industrial techniques and new con- 
sumer products are being developed, 
Gavin said, that will greatly affect the 
gas industry, that will help it grow in 
new ways not now even dreamed of. 

The managing director of the Ameri- 
can Gas Association, C. S. Stackpole, told 
the AGA convention that every major ap- 
pliance manufacturer has now entered 
the gas equipment field and that “the gas 
industry is in a kind of paradise of pro- 
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duction.” He said with all the new prod- 
ucts being developed and the many addi- 
tional uses for gas being created with 
more to come, the future looks bright, in- 
deed, for the gas industry and the Ameri- 
can public it serves. 


OBERT W. SARNOFF, chairman of the 
board of the National Broadcasting 
Company, Inc., told the AGA members 
that there were many parallels between 
the gas industry’s growth and that of 
broadcasting. He spoke of the tremendous 
advances made by broadcasting and TV 
during the fifties and emphasized there is 
still tremendous room for more progress. 
He pointed out we have been under- 
going a revolution in marketing: The 
selling function in the American economy 
has been shifting from the dealer to the 
manufacturer. Sarnoff said he believed the 
gas industry was aware of this change 
and had carried it a step farther. He said: 


You are not relying solely on the 
salesmanship of the appliance dealer, 
the manufacturer, or even the utility it- 
self. To build preferences for gas and 
gas appliances, you are going on an in- 
dustry basis direct to the consumer. 


The NBC head also touched upon the 
subject of whether Americans were going 
soft because “we seem to pamper our de- 
sires at the expense of our duties.” He 
challenged this statement as completely 
fallacious, in contradiction of the facts. 
He talked about the billions we have con- 
tributed to foreign aid, about our fighting 
in Korea, our high taxes. He asked where 
we got all this money to do all these 
things. He said we derived them from a 
prosperous economy upon which our gov- 
ernment depends for revenue. 

Sarnoff said we have the resources to 
accomplish the goals of both filling our 
personal desires and fulfilling our public 
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obligations. He rejected the notion that 
prosperity is sin. “Americans can readily 
understand that a new refrigerator helps 
indirectly to pay for a Polaris submarine; 
a second car in the garage can make pos- 
sible a second chance for a victim of ill- 
ness or unemployment; a higher gross 
national product can underwrite higher 
education.” 

He said as we face the challenges of 
the sixties where our life and liberties 
might be at stake, we—in broadcasting 
and the gas industry—can successfully 
defend our liberties while we still pursue 
our inalienable right to happiness. 


Ww kind of financial management 
will we have in the sixties? Maurice 
H. Stans, Director of the U. S. Bureau 
of the Budget, had some thought-provok- 
ing comments on this subject which he 
passed along to the AGA convention. 
Speaking on how the nation stands on the 
economic front and how we could possibly 
lose our economic security, Stans had this 
to say: 


. .. In the past quarter of a century 
we have drifted to a state of mind con- 
cerning the rdle of the federal govern- 
ment that has altered our political men- 
tality. We have become hardened to 
financial practices in government that 
we would not think of in our private 
affairs. We have dug up a variety of 
excuses for disregarding fiscal pru- 
dence. We have been bemused by the 
delusion that if the money comes from 
Washington it is the other fellows who 
provide it. 


This insidious rationalization of gov- 
ernment spending has made us believe in 
a free government lunch, has bred prob- 
lems than can no longer be hidden or dis- 
regarded. 
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Stans criticized the advocates of bigger 
government spending which he said have 
now adopted forced economic growth as 
the excuse for abandoning our present 
national policy of fiscal responsibility. 
“Using the familiar technique of ‘alarm 
and divide’ they tell us that we’ll lose 
the economic race with Russia unless we 
turn on the spending spigot and let it 
run.” They tell us, Stans said, that “a 
little inflation is all right,” to disregard 
debt and deficits, that we can spend our 
way to prosperity. They forget, he said, 
that this kind of doctrine has not worked 
yet, has failed many times in many coun- 
tries. Said Stans: 


Growth is a legitimate and proper 
goal, but it should not be a cloak to 
cover irresponsibility in government 
finance. And government has a role to 
play in achieving growth, not by using 
mirrors or hat tricks, but by relying 
on the interworkings of free enterprise 
in an atmosphere of incentives for per- 
formance. 


semi gave his audience an insight into 
the fiscal situation of the government 
today as compared with thirty years ago. 
He said the federal budget has grown 
from $3 billion in 1930 to almost $80 bil- 
lion in 1960. If it follows the same trend, 
he predicted, by 1970 we would have a 
federal budget of $160 billion. 

The Budget Director pointed out that 
our interest-bearing debt of $285 billion 
is more than the combined debt of 67 
other free world countries by about $90 
billion. He called attention to the mort- 
gages the government has taken out on 
our future in terms of commitments to 
veterans, pensions, subsidies, and the like 
—it amounts to $750 billion. Interest on 
our federal debt, he said, now takes 11 
cents of every dollar. These things com- 
bined with a serious unbalance of pay- 
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ments in international trade with a con- 
sequent lowering of our gold reserve, plus 
the persisent threat of more inflation, are 
grave danger signs. It just means we are 
living beyond our means. Stans gave AGA 
delegates some of the hard facts of fiscal 
life in the federal government: 


Spending is pleasant and deficits are 
easy to come by; surpluses are hard to 
come by and they never catch up with 
the deficits; interest costs are higher 
than any other class of federal expendi- 
tures save those for defense; we are al- 
ready committed to spend incredible 
sums in the future for past services; 
higher levels of spending in the future 
are built into present programs; there 
are tremendous pressures to get the 
federal government to do still more; 
and there are all too few who are will- 
ing to face up to the problem of how 
to pay for it all. 

And yet the reality is that today’s 
promises are tomorrow’s taxes! 


There are “Four Horsemen of Eco- 
nomic Destruction,” Stans asserted. They 
are compulsive spending, government by 
credit card, cancerous taxation, and in- 
flation. Fiscal responsibility, the Budget 
Director related, does not mean putting 
an end to social progress. Rather it is a 
constructive way to economic growth. 


NDER the Eisenhower administration, 
Stans reported that gross national 
product has gone up $90 billion to a 
record smashing $500 billion; savings by 
individuals have increased by $70 billion; 
the 1961 budget includes the highest pro- 
gram in history for scientific research and 
development—$8.4 billion—several times 
the amount spent in 1952. 
Fiscal conservatism in government, 
Stans declared, means rejecting the super- 
fluous, outmoded, and marginal projects, 
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then finding the tasks with the right 
priorities and backing them to the hilt. He 
stated : 


A solvent America, militarily, eco- 
nomically, and financially secure, can- 
not be brought about just by presi- 
dential exhortations or vetoes, nor 
by speeches by Budget Directors. 
America must want it and be willing 
to demand it. This is the responsibility 
of every American. In the months and 
decades ahead, the American people 
have to make a choice between two 
kinds of government. I would like to 
show you the nature of the two alter- 
natives. 

One choice is to legitimize the cult 
of spending, and reject finally the 
standard of fiscal responsibility .. . 
what’s the other alternative? 

It’s disciplined government which 
doesn’t consider thrift a discredited 
word. .. . It is government that won’t 
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get in the way of sound economic 
growth, but will achieve it by encourag- 
ing free enterprise instead of stifling it. 
... It is government that believes in 
sound money, that debts must be paid, 
that the budget should be balanced in 
good years, and that the Treasury is 
a trust, not a gift shop. 


aoa concluded with the challenge that 
the American people must choose one 
way or the other. He said that “While 
economic soundness may not guarantee 
a nation greatness, no nation has ever 
been great without it.” He pointed out 
that the choice is not one of one political 
party versus another or a balanced budget 
versus one in the red. He said the long- 
time strength of the nation is at stake 
with Russia on the sidelines waiting to 
see our democratic free system disinte- 
grate. It will take discipline, determina- 
tion, and even dedication to prove that 
our system works best. 


How Can We Achieve Growth without 
Inflation? 


11> OVERNMENT can assist or it can frustrate, but it cannot cre- 

ate, long-term economic improvement, or even a short-term 
and illusory economic uplift without destroying human freedoms and 
distorting the economic patterns essential to lasting prosperity. A 
favorable business climate is indispensable to our nation's economic 
growth, and sound governmental programs can do much to establish 
and preserve such a climate. But we, who cherish a political democ- 
racy and a free economy, need constantly to remind ourselves that 
true progress can only be generated by the inspiration and actions of 
the whole citizenry. No group bears a heavier responsibility for the 
maintenance of a progressive economy, and none is better situated 


to contribute to it, than the leaders of American business.” 


—HARLLEE BRANCH, JR., 
President, The Southern Company. 
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AEC Developments 

HE Atomic Energy Commission has 

issued a permit to the Pacific Gas and 
Electric Company to construct a nuclear 
reactor at the San Francisco utility’s 
Humboldt Bay power plant near Eureka, 
California. The nuclear facility will be 
a direct-cycle, natural internal circulation 
boiling-water reactor. Its capacity will be 
between 50,000 to 60,000 kilowatts. The 
Humboldt Bay plant now comprises two 
conventional steam-electric generating 
plants with a gross normal operating 
capacity of 100,000 kilowatts. The new 
nuclear plant is designed to fill the com- 
pany’s need for additional generating 
capacity near Eureka. 

On November 10th the Yankee Atomic 
nuclear power plant started delivering 
energy to New England’s integrated elec- 
tric power system, according to the com- 
pany’s president, William Webster. The 
power is being generated on a test basis 
over a period of time during which the 
electric output of the reactor will be 
gradually stepped up to the expected full 
power capacity of 136,000 kilowatts. 
Webster expressed the hope that the plant 
would be operating at a level of more 


The March of 
Events 


than 100,000 kilowatts by the end of the 
year. 


Canadian Treaty Opposed 

ben proposed treaty with Canada for 

the development of the water re- 
sources of the Columbia basin has re- 
ceived opposition from a Utah local of 
the United Mine Workers of America. 
It urged Senator Bennett (Republican, 
Utah) to vote against the treaty when it 
comes before the U. S. Senate for con- 
firmation next year. The union’s thinking 
is that the building of big power dams 
both in Canada and the Pacific Northwest 
would further depress the already suffer- 
ing coal industry. 

A spokesman for Senator Bennett said 
he surmised the leadership of the mine 
workers must be united against the treaty 
as he doubted an isolated local would 
come out on its own against a project 
in another part of the country. Most of 
the Pacific Northwest is solidly behind 
the proposed Canadian-U. S. treaty since 
it would lead to important benefits for the 
area. Not only would it produce more 
flood control, but would supply more firm 
power. 


Alabama 


Gas Figures Challenged 


— increase sought by the Alabama 
Gas Corporation would bring in an 
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additional $3.3 million yearly rather than 
$1.7 million, according to Birmingham’s 
city attorney. 
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City Attorney J. M. Breckenridge said 
the larger income, based on the gas com- 
pany’s own exhibits, was brought out in 
cross-examination of the company’s wit- 
nesses during a hearing before the Ala- 
bama Public Service Commission. 

Breckenridge said the company testified 
that last winter, being abnormally cold, 
was not a fair one to consider in so far 
as the company’s income was concerned. 

The company averaged seven succeed- 
ing winters to get at a “normal” winter, 
he said. 

Mr. Breckenridge pointed out that in 


making a comparison in increased income 
to the company as the result of the pro- 
posed new rates, Alabama Gas used last 
winter’s figure, coming up with a figure 
of $1.7 million. 

However, he said if the comparison 
was carried back to the “normal” winter 
average developed by the company, the 
increased yearly income would amount to 
$3.3 million. 

Halcott P. Jones, vice president of the 
company, said Alabama Gas needed the 
rate increase to meet increased prices on 
the part of its supplier. 


Florida 


Utility Rate Study Ordered 
HE Florida Railroad and Public 
Utilities Commission has ordered 

an investigation of the effect of present 
electric rates of Tampa Electric Com- 
pany on the industrial use of electric 
energy, as well as the possible need for 
revising the spread of the utility’s cost of 
service more equitably among its various 
classes of service. A hearing was held in 
Tampa in December at which time such 
relevant evidence as the various interested 
parties cared to submit was considered 
and Tampa Electric furnished “cost-to- 
serve” studies for consideration by the 
commission. 

Several large industrial users of elec- 
tricity filed protests with the commission 
on the increases in industrial rates which 
resulted when the utilities commission 
granted Tampa Electric a rate increase 
in July, 1959, for the sum of $1,585,000. 
Reports have also come to the attention 
of the commission that the higher indus- 
trial rates might work a hardship on the 
Tampa area, driving out considerable in- 
dustrial business or forcing it to obtain 
power in some other manner. The solu- 
tion to the problem may finally be a more 
equitable distribution of charges among 


all classes of customers in the Tampa 
Electric service area. 


Power Hearing Postponed 
| ee rate hearing on Florida Power 

& Light Company rates has been post- 
poned until January by the Florida Rail- 
road and Public Utilities Commission. At 
the same time an offer was before the 
commission by Florida Power & Light to 
cut its rates in all areas except Dade, 
Broward, and Palm Beach counties. This 
voluntary reduction would cut the com- 
pany’s earnings by $1.3 million annually. 

An investigation by the commission 
last May indicated that Florida Power & 
Light was earning 8 per cent on property 
and investment, whereas the limit pre- 
scribed by the utilities commission is 6.98 
per cent. 

Florida Power & Light has ad- 
mitted it is earning more than it should. 
Although the commission urged the com- 
pany to voluntarily refund to its custom- 
ers any excess earnings, the utility elected 
to have a public hearing. 

The commission can order rate cuts, 
but not rate refunds. Commissioner King 
reported that the commission staff con- 
tends that Florida Power & Light earned 
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$6 to $7 million more than it should have 
last year and declared that a reduction in 
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rates is a certainty after final hearings 
are held. 


Illinois 


Gas Heat Curbs Removed 
request of Northern Illinois Gas 
Company to the Illinois Commerce 
Commission, to remove all restrictions 
on the sale of natural gas through 1961 
for space heating to its customers, has 
been granted. According to H. A. Diek- 
mann, vice president of sales for Northern 
Illinois Gas, the permission extends to all 
residential, commercial, and industrial 
structures, regardless of size. 
More than 400,000 of the approxi- 
mately 700,000 customers now served by 


Northern Illinois Gas heat with natural 
gas. 

However, in 1946 when the heating 
restrictions were invoked, only about 
35,000 used natural gas for space-heating 
purposes. Additional pipeline supplies, 
plus the cold weather relief afforded by 
underground storage of natural gas at 
Herscher and at the company’s own stor- 
age reservoir near Troy Grove, north of 
LaSalle, were the reasons why the com- 
pany can now make natural gas available 
to all who want it. 


Kentucky 


Utility Purchase Voted 

HE cities of Glasgow and Paducah, 

Kentucky, have voted approval of a 
proposal to buy Kentucky Utilities Com- 
pany’s local plant and operate it with 
TVA power. In Glasgow the margin in 
favor was small—only a 78 majority out 
of 3,702 votes cast. Paducah voted in 
favor by a ratio of 4 to 1. The action by 
the voters authorized the city fathers to 
issue bonds to pay for the KU system, 
then proceed under municipal powers of 
eminent domain to condemn the proper- 
ties. 


Kentucky Utilities, however, will at- 
tempt to block the efforts to acquire its 
property by contesting the validity of the 
elections. 

Usually, in matters of this kind, much 
time-consuming litigation in the courts is 
sustained before a final action is per- 
mitted. Meanwhile, the proceedings of 
condemnation are under way. The case 
will probably go from the county court 
level to the circuit court and then to the 
court of appeals. Should the cities’ case 
falter at any step, it would mean it would 
have to try all over again. 


Pennsylvania 


Underground Gas Storage 


Cheaper 

Sx Ot has spent $6 million to develop 

a system of subterranean gas storage 
facilities. Second of these underground 
caverns has just been completed, a com- 
pany spokesman has announced, and a 
third is nearing completion. The last 
cavern is about 400 feet below the com- 
pany refinery at Marcus Hook, Pennsyl- 
vania. The three caverns’ capacity will 
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be about 900,000 barrels of liquid gases 
—butane and propane. 

The underground method of gas stor- 
age is less expensive in the long run than 
aboveground facilities, a Sun Oil official 
pointed out. Underground storage costs 
about $7 per barrel of storage capacity, 
while aboveground storage would run be- 
tween $15 and $50 per barrel of capacity, 
depending on the type of liquefied petro- 
leum gas. 
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Trends and Topics 


Discounts and Penalties to Induce Customers to 
Pay Promptly 


Weston who pay their bills promptly should not bear the expense of de- 
linquent collections. Reduction of the amount to be paid is an incentive 
to prompt payment. Recognition of these facts is the basis for numerous de- 
cisions in favor of either discounts, penalties, or statement of gross and net 
charges. The recent decision by the Arkansas commission approving the im- 
position of a penalty by the Allied Telephone Company (reviewed at page 
925) upholds this principle. ¥ 


Penalty or Discount 


Some commissions have disapproved the addition of a penalty for slow 
payment but approved a discount for prompt payment, although the net amount 
paid under either a discount rule or a penalty rule may be the same. The 
Wyoming commission once said that a discount for prompt payment was more 
desirable because of the irritation caused by imposition of a penalty 
(PUR1932A 136). 

The Missouri commission, in examining rules with respect to penalties and 
discounts, agreed with company representatives that “there is no difference 
in principle between the discount and the penalty.” Both are based upon the 
theory that a delinquent customer who causes the collection expense should 
pay it and that some incentive for prompt payment is desirable (2 PUR NS 
391). 

A Michigan court ruled that the substitution, after expiration of franchise 
rates, of a delayed payment charge in place of a discount payment provision 
was part of the new rate schedule promulgated by the company and not a viola- 
tion of the franchise. This was merely a part of the charge for service and 
properly to be considered as a part of the rates promulgated, within the juris- 
diction of the commission (39 PUR NS 31). 
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The Washington supreme court, upholding a provision for a gross rate 
in the event that payment is not made promptly, said that such a provision 
within reasonable limits is valid. Its purpose is to place a premium upon the 
prompt payment of bills, for in that way efficiency in service is promoted. If 
payments are unduly delayed, it is necessary that working capital be constructed 
from receipts derived from other sources (29 PUR NS 1). 

The Maine commission has disapproved of discounts (PUR1925B 234), 
and in one case it termed a discount for prompt payment a penalty which was 
discriminatory (74 PUR NS 23). 

The Indiana commission in 1933 issued a general order revising rate billing 
practices. It required the discontinuance of so-called gross and net rates and 
penalties for default in the payment of bills, but it decided that utilities should 
be permitted to provide for reasonable discounts for prompt payments, or, 
alternatively, for reasonable collection or deferred payment charges to be paid 
by utility patrons who do not pay their service bills promptly (3 PUR NS 125). 


Discount Favored in New York 


The New York commission, back in 1932, investigated the question of penal- 
ties and discounts and adopted uniform billing practices. The commission re- 
quired that utilities furnishing gas, electric, steam, water, or telephone service 
discontinue the practice of imposing a penalty for failure to pay bills before a 
fixed date, but they were permitted to allow a discount for prompt payment 
should they elect to do so (PUR1933B 155). 

A New York court upheld a judgment by a gas and electric company in 
a suit to recover for unpaid bills, although the customer contended that the 
method of charging, at net and gross amounts, rendered the latter an unjust 
and unreasonable rate and constituted the amount sued for an illegal and 
usurious exaction of interest. The judge rendering the opinion in favor of the 
company said that the charges were in accordance with commission regulations. 
The judge said that the customer sought to transform into a penalty or an 
illegal exaction of interest that which other parts of the schedules constituted 
and expressly denominated a discount for prompt payment as permitted by the 
commission. The schedules clearly stated that the charge was for the given 
quantity of gas or electricity at the gross rate stated, but if the bill were paid 
within ten days from rendition, it might be at the lesser stated net rates. This 
was nothing but an offer of a discount for prompt payment, which was legal 
(87 PUR NS 84). 


Penalty Illegal in Massachusetts 


In Massachusetts, under a statute prohibiting the collection of a penalty 
for slow payment but permitting a discount for prompt payment, the commis- 
sion said that this established a principle that there must be a reasonable 
relationship between the amount of discount and the actual economies of prompt 
payment of bills since otherwise an unjust burden would be cast upon customers 
unable to take, or prevented from taking, advantage of the discount. A schedule 
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of gross and net gas rates containing a provision that the net amount might 
be paid only when the bill was paid in full, including all arrears, within twenty 
days from the billing date, was held to provide for the collection of a penalty 
in violation of the statute (36 PUR NS 378). 

The Massachusetts commission, in other cases, has authorized discounts by 
gross and net billing, although expressing some disapproval of such provisions. 
A concurring commissioner in one case questioned whether discount provisions 
in a gas rate schedule constituted an unlawful penalty (70 PUR NS 82). The 
commission permitted prompt payment discounts in connection with gas for 
space heating, although stating that this did not necessarily constitute approval 
of the principle of prompt payment discounts on ordinary household bills (70 
PUR NS 1). The commission, in another case in which schedules quoted 
rates on a net basis only, said it felt this was a desirable step (70 PUR NS 22). 

In a later case, the commission ordered that only net rates for gas be billed, 
where a proposed 5 per cent discount appeared to be so high as to amount to 
a penalty and a discount low enough to avoid condemnation under the statute 
would not serve the purpose of expediting collections (79 PUR NS 22). 


Views of Georgia Commission 


The Georgia commission, in reducing rates of Savannah Electric & Power 
Company, ordered the elimination of prompt payment discounts. The com- 
mission said that while there may be arguments for discounts, there are many 
instances where the charge works a hardship and the charge is often out of 
proportion to the added cost to the company (63 PUR NS 59). The com- 
mission, after noting that all other electric utilities in the state had discontinued 
penalties for late collection, required Georgia Power & Light Company to 
state rates on a net basis (1 PUR3d 382). 

Discounting of telephone bills and imposition of penalties for delayed pay- 
ments, according to the Georgia commission, should be discontinued where 
advance billing is permitted (60 PUR NS 212). 


Approval of Penalty Provision 


The question of imposing a penalty as distinguished from billing at gross 
rates and allowing a discount for prompt payment was considered by the Utah 
commission when the Utah Power & Light Company preferred the penalty 
provision. The commission first decided that a public utility in assessing penal- 
ties for delinquent payment of accounts does not charge an “usurious rate of 
interest” since the penalty is not an interest charge but a charge against a 
delinquent customer to defray additional collection expenses. 

Exercise of the right to discontinue service for nonpayment, said the com- 
mission, is not preferable to the assessment of a penalty. Moreover, customers 
who allow their bills to become delinquent and require efforts beyond the normal 
billing and collection routine to secure payment should be the ones to stand 
the additional expense. The commission, in this investigation, concluded that 
public utility companies billing at net rates and assessing a penalty for failure 
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to make prompt payment of bills should be permitted to continue such policy 
instead of returning to a former policy of billing at gross rates and allowing 
a discount for prompt payment, in view of the additional clerical and book- 
keeping expenses involved in billing at gross rather than net rates (19 PUR 
NS 369). 

Penalties have also been approved by several other commissions, including 
District of Columbia (8 PUR3d 76), Louisiana (74 PUR NS 110), Michigan 
(85 PUR NS 89), Ohio (27 PUR NS 387), Oklahoma (PUR1928C 815), 
Pennsylvania (PUR1932A 491), and Texas (9 PUR NS 33). 


Waiver of Penalty or Discount 


Sometimes a public utility company prefers to eliminate penalties for delayed 
payment of bills. The Manufacturers Light & Heat Company, for example, 
in applying to the West Virginia commission for _ rate increase, made such 
a proposal, and the commission said that there was good reason to do this. 
During a test period the company had realized from these delayed penalties 
approximately $46,854, and since the change in policy would result in less 
revenue each year of approximately that amount, it appeared proper that the 
rates approved should be such as would offset this loss (26 PUR3d 463). 

The Maryland commission, however, did not permit Cumberland & Alle- 
gheny Gas Company to eliminate a discount provision where a large number 
of customers had forfeited their right to the discount by reason of their failure 
to pay promptly. The commission noted that elimination of these forfeitures 
would result in charging other customers for the loss (15 PUR3d 475). 


Review of Current Cases 


Debt Financing and Threat of Pricing Out of Market 
Affect Allowable Return for Transit Company 
All financing during recent years has been 


done through equipment trust certificates, 
real estate mortgages, and city credit. The 


. Pennsylvania commission author- 


ized Philadelphia Transportation 
Company to put into effect a 22-cent cash 


fare, rejecting a proposed increase from 
20 cents to 25 cents. Small increases were 
allowed in token and school fares. The 
new rates will produce a rate of return of 
6.5 per cent on a fair value rate base. 


Capital Cost 


No earnings have been available for 
dividends during the past three years, and 
the company’s witness indicated that it 
would not be possible to raise additional 
equity capital under current circumstances. 
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weighted average cost of debt capital to 
this company appeared to be 5.38 per cent, 
using interest rates. The capital structure 
was comprised of 57 per cent debt and 
43 per cent equity capital. 

Using earnings-price ratios of other 
transit companies, the company’s witness 
suggested a fair rate of return of 8.9 per 
cent but cautioned against pricing the 
company out of the market. In fixing a 
reasonable rate of return of 6.5 per cent, 
the commission took into consideration the 
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company’s debt financing in recent years 
and the necessity of avoiding pricing the 
service out of the market. 


Rate Base Items Considered 


Trackless trolleys in “dead” storage, re- 
quiring major repairs and kept by the 
company in addition to the normal reserve, 
were excluded from the rate base as prop- 
erty not used and useful. A portion of re- 
pair shop facilities was eliminated to allow 
for the use of the shop by a truck rental 
affiliate of the transit company. Also ex- 
cluded were two piers which had been 
used for the storage of materials and sup- 
plies but which were offered for sale at the 
time of this proceeding. However, several 
small properties were included in the rate 
base though they were being offered for 
sale. They were actually in use and would 
have to be replaced if abandoned. 

The commission included a trackless 
trolley depot and substation used in the 
operation of a route which the company 
sought to discontinue. Hearings on the 
discontinuance had not been had and the 
commission would not prejudge the dis- 
continuance issue by eliminating this prop- 
erty from the rate base. 


Defects in Trended Cost 


The commission pointed to “one glaring 
evil” in the trended cost studies presented 
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in this case. They failed to reflect changes 
in the art—changes in the methods of con- 
struction and in labor performance. The 
pick-and-shovel labor of the early nine- 
teen hundreds would be magnified without 
any compensation for present-day use of 
laborsaving machinery. It was observed, 
for instance, that the cost of labor in 1904 
and 1907 in the construction of subways 
was trended, at the average price level 
during 1958, to twelve times the original 
cost. 

Apparently consideration was 
given to the use of modern excavating, 
earth-moving, and other construction 
machinery. In arriving at a fair value rate 
base, the commission heavily discounted 
the trended cost studies because of this un- 
realistic trending. 


Patronage Loss Adjustment 


The commission allowed for the fact 
that the current addition of new vehicles 
would make transit service more attractive 
to patrons and therefore offset, to some 
extent, the anticipated loss of patronage 
likely to result from the rate increase. Any 
loss of student riders from the rate in- 
crease was considered to be entirely offset 
by the rising school population. Pennsyl- 
vania Pub. Utility Commission et al. v. 
Philadelphia Transp. Co. C. 17322 et al. 
October 10, 1960. 


Penalties Added to Delinquent Telephone Bills 


er company’s right to col- 
lect penalties on delinquent bills was 
upheld by the Arkansas commission. The 
assessment of such penalties was held to 
be a practice reasonably adopted to pro- 
mote efficiency in the operation of a public 
utility to the end that service might be 
provided at the most economical level of 
ultimate cost to the subscribers. In so 
holding, the commission voided a munici- 


pal resolution which directed the Allied 
Telephone Company to cease charging a 
10 per cent penalty on delinquent pay- 
ments. 

It was pointed out that the purpose of 
the penalty was to expedite the collection 
of bills, when due, to avoid excessive ex- 
pense incident to making such collections. 
It was also intended, in the event of a de- 
linquency, to assess the extra expense of 
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accounting and collecting against those 
subscribers who caused that expense. The 
effectiveness of the penalty was shown 
by the fact that the percentage of sub- 
scriber billings collected before becoming 
delinquent varies from 94.79 per cent to 
98.76 per cent. 

The company operated under a system- 
wide tariff. In billing individual sub- 
scribers it computed the net amount due 
based on the rate provided by the tariff 
plus the applicable state and federal excise 
taxes. There was also computed on the 
bill, if not paid within twenty days from 


the billing date, a penalty of 10 per cent 
of the total bill including the taxes. The 
commission pointed out that the com- 
pany is allowed to recover any uncollected 
taxes it may have paid. Thus, the overall 
impact on the utility of delinquent pay- 
ment and nonpayment of the taxes is not 
as great. For this reason the commission 
held that the assessment of the penalty for 
delinquent payment of customers’ accounts 
should not include the state and federal 
taxes. Allied Teleph. Co. v. City of For- 
dyce, Docket No. U-1502, October 19, 
1960. 


Billing and Penalty Charge for Electric Service 


HE Massachusetts commission held 

that there should be some limitation 
on the period of time involved in an esti- 
mated bill. It limited an electric company 
to not more than two successive billing 
periods for estimated bills when a meter 
reading cannot be obtained. 

The company was required to retain 
post-card meter reading so that a cus- 
tomer scheduled for bimonthly reading 
and billing may choose to read his meter, 
advise the company of the reading, and 
receive a bill for the monthly period. 

The commission approved a charge of 
$4 (approximate actual cost to the com- 
pany) for the restoration of service after a 


disconnection for failure to pay a bill. 
The company felt that this charge would 
reduce substantially the number of arrears 
due the company and would thereby re- 
duce the expense of collecting arrears. 
While the revenue from this charge would 
not be sufficient in itself to warrant a rate 
reduction, it would discourage delinquents 
from running in arrears. The commission 
thought the charge was reasonable and 
would properly allocate the cost of re- 
storing service to the customers directly 
responsible for the expense. It was pointed 
out, however, that the charge should be 
applied with discretion. Re Boston Edison 
Co. DPU 13202, October 13, 1960. 


Impact of Rate Increase on Community Considered in 
Determining Allowable Return 


—— consideration in any rate case 
is the impact of the rate order on 
business, governmental, and residential 
consumers, the Ohio commission declared 
in refusing a proposal to triple the rates of 
a water company. The commission said 
it could not in good conscience be a party 
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to anything so disrupting to a business and 
residential community as a tripling, or 
even a doubling, of existing rates. The 
company was authorized to increase rates 
by about 50 per cent, with a resulting 3.3 
per cent rate of return on a reconstruction 
cost new rate base. It was noted that rates 
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of return ranging from 2.83 per cent to 
3.72 per cent were allowed in the last four 
water rate cases before the commission. 

A concurring commissioner observed 
that the allowed rate of return probably 
does not meet the full cost of capital to the 
company and cannot be considered to 
establish permanent rates over any pro- 
longed period. 

The commissioner thought, however, 
with the majority, that a greater increase 
in rates at this time was precluded by the 
economic impact which it would have. 


Rate Base Adjustments 


In arriving at the reconstruction cost 
new rate base, the commission excluded 
from construction overheads a claim for 
contingencies and omissions, on the 
ground that it did not represent a neces- 
sary expenditure in the hypothetical re- 
construction. No allowance was made for 


obsolescence in determining the per cent 
condition of the property. Nor was any 
working capital allowed since tax accruals 
were more than sufficient to cover one- 
eighth of operating expenses (exclusive of 
depreciation and taxes) plus minimum 
bank balances. 


Taxes Not Normalized 


The commission refused to charge to 
expenses the tax savings which result from 
accelerated depreciation. The concurring 
commissioner disagreed with this treat- 
ment of accelerated depreciation, taking 
the position that the best interests of util- 
ity and consumer alike are served by nor- 
malizing taxes and reflecting the accumu- 
lating amounts in the rate of return. 

Rate case expenses were amortized over 
a period of five years rather than a pro- 
posed two-year period. Re Ohio Water 
Service Co. No. 28,689, October 17, 1960. 


Exchange Regrouping to Offset Revenues Lost 
In Extending Base Rate Areas 


HE North Carolina commission, 

without discussing the controversial 
issues, denied a motion by the attorney 
general of the state to dismiss an applica- 
tion by a telephone company seeking to 
regroup exchanges with a view to gaining 
sufficient revenues to offset losses expected 
to result from a proposed extension of in- 
equitable base rate areas. The motion also 
sought to block subsequent automatic re- 
grouping. 

No attempt was made, however, by the 
company to comply with a commission 
rule requiring financial data to support 
a general rate increase. 

Two dissenting commissioners did not 
oppose the company’s proposal to extend 
base rate areas, which would diminish 
mileage charges and reduce annual reve- 
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nues by about $223,000, but they thought 
the company should make a regular rate 
case showing in order to regroup 17 ex- 
changes, which would result in rate in- 
creases in these exchanges. No net change 
in annual revenues was contemplated, 
though subsequent automatic regrouping, 
proposed by the company, would put into 
effect further rate increases without any 
showing of a need for additional revenues. 
The attorney general argued that the com- 
pany’s request sought a general rate in- 
crease “under the guise of grouping.” If 
this were correct, the commission rule, 
adopted pursuant to statute requiring fi- 
nancial data to support a general increase, 
would apply. 

The dissenting opinion recognized that 
if the present base rate areas were dis- 
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criminatory (though the application did 
not so allege), the discrimination should 
be eliminated, and that if the cost of elimi- 
nating the discrimination should impair 
the company’s right to earn a fair return, 
then rates sufficient to make up the deficit 


could immediately be put into effect under 
bond and a regular rate hearing could be 
held to determine the necessity of a rate 
increase. Re Carolina Teleph. & Teleg. Co. 
Docket No. P-7, Sub 151, October 17, 
1960. 


Capital’s Air-bus Fare Approved 


a Civil Aeronautics Board approved 
Capital Airlines’ new air-bus tariff 
between Miami and Pittsburgh. The 
tariff, similar to Eastern Air Lines, 
would charge $40 for a one-way trip in 
an 88-seat DC-6B aircraft. The board 
concluded that the fare was not unrea- 
sonably low and was consistent with its 
policy of encouraging. fares designed to 
enable air transportation to penetrate 
more effectively into a larger market. 
However, the commission ordered an 
investigation of a refund provision con- 
tained in the tariff to find out whether it 
was unjustly discriminatory. The pro- 
vision prescribed a forfeiture of the total 


purchase price where a passenger failed 
to present a ticket for refund at least 
twenty-four hours prior to scheduled de- 
parture time. It further provided that no 
refund would be made on lost tickets. 
Although Capital’s refund provisions are 
designed to alleviate the problems stem- 
ming from “no show” passengers and the 
board would have favored a more mod- 
erate penalty, it said, the imposition of a 
100 per cent forfeiture may be unduly 
harsh and unjust to passengers who may 
be subject to their rule. Re Capital Air- 
lines, Inc. et al. Docket Nos. 11851 et 
al. Order No. E-15940, October 19, 
1960. 


Fixed Parcel Pickup Charge Not Discriminatory 
Or Unfair Competition 


Washington supreme court held 
that a fixed fee charged by a carrier 
for regular periodic pickup stops at a 
shipper’s place of business is not unrea- 
sonably discriminatory in favor of the 
large-volume shipper and against the 
small-volume shipper. The evidence 
showed that the intercity common motor 
carrier's $2 weekly charge was com- 
pensatory and that it reflected a constant 
cost. (There was also a per unit charge 
applicable to all parcels. ) 

- The certificate limited carriage to small 
parcels no larger than a certain dimension 
and authorized the company to require 
prepayment of all charges, eliminate 
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C.O.D. shipments, and use a specially de- 
signed form of bill of lading. 

The fact that competition might be 
injurious to other carriers, pointed out 
the court, was of no moment unless such 
competition impaired the transportation 
service available to the public. The evi- 
dence showed that the authorizations 
would not do that. At most, said the 
court, other carriers’ statutory rights 
were just those guaranteeing freedom 
from carriers authorized to make profit- 
able trips only, or to carry only a high 
class of commodities. Such was not the 
case here. The authorizations were con- 
sidered integral elements of a service. 
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Neither did the limitations of small 
parcels preclude the certificated carrier 
from being a common carrier. Its services 
would clearly be available to the shipping 
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public at large, said the court. Washing- 
ton ex rel. Railway Express Agency, Inc. 
v. Washington Pub. Service Commission 
et al. 354 P2d 711. 


More Compatible with Public Interest 


HE California commission granted 

one of two mutually exclusive ap- 
plicants permission to establish exchange 
telephone service in an unincorporated 
mainland area. The successful applicant’s 
proposal to serve with suburban extended 
service and to continue present arrange- 
ments of serving certain offshore islands 


with mobile radio and toll service was 
considered more compatible with the pub- 
lic interest than the unsuccessful appli- 
cant’s proposal to serve with exchange 
and toll service. Re Ray et al. Decision 
No. 60764, Application Nos. 41378, 
41761, Case No. 6391, September 20, 
1960. 


Officers’ Compensation Reduced in Water Rate Case 


FTER the Blue Mountain Consolidated 
Water Company put a substantial 
rate increase into effect, it was ordered by 
the Pennsylvania commission to re-estab- 
lish its former rates. The increase would 
have yielded 29 per cent more revenues 
and resulted in a rate of return of 7.39 
per cent on a fair value rate base. On 
meager rate of return evidence, lacking en- 
tirely any evidence on cost of equity capi- 
tal, the commission determined that the 
5.54 per cent return produced by the 
former rates was reasonable. This return 
would cover the debt capital requirement 
and afford earnings of 15.99 per cent on 
the company’s book equity. 

The capital structure consisted of 28 
per cent common equity and 72 per cent 
debt. 

The company, which serves about 5,100 
customers, claimed expense for officers’ 
salaries exceeding $19,000, including 


$10,000 for the president and more than 
$5,000 for the secretary. The officers were 
major stockholders. In view of the actual 
time devoted to company business by the 
officers, the commission allowed $5,400 
for this expense. A salary of $9,100 for 
a full-time manager was allowed. The 
total allowance for management salaries 
amounted to about 17 per cent of total op- 
erating expenses allowed, exclusive of de- 
preciation and taxes. 

The salary of one clerk, who was re- 
lated to the company president, was re- 
duced from $5,700 to $3,000, in keeping 
with the salaries of two other clerks un- 
related to any officers. Directors’ fees were 
reduced from $50 per meeting to $25. A 
welfare insurance plan for the benefit of 
the officers was disallowed. Borough of 
Pen Argyl et al. v. Blue Mountain Consol. 
Water Co. C. 17305 et al. October 3, 
1960. 


Agency Discontinuance Factors 


’ | ‘HE Oregon commission, in authoriz- 
ing a railroad to withdraw its agent 
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from a certain station, pointed out that 
there are a number of factors to be taken 
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into account in considering a petition to 
withdraw an agent. The character and 
size of the population served is one such 
factor. In this case, the city had a popula- 
tion of 1,240 and served a trade area of 
approximately 2,500 people. The prin- 
cipal industries would not be affected by 
the proposed withdrawal. 

Another factor is the volume and 
nature of business at the station. Here, 
volume consisted primarily of forwarding 
carloads of lumber and seed. This type of 
lading, noted the commission, involves 
few shipping problems. 

The third factor, “ratio of revenue to 
the expense of maintaining the service,” 
was apparently favorable to the denial of 
the petition. However, this standing alone 
was not considered conclusive. 

The fourth factor, “proximity and ac- 


PUBLIC UTILITIES FORTNIGHTLY 


cessibility of other stations,” was leay- 
ened by the availability of telephone 
service, utilization of the box for deposit 
of bills of lading, and the fact that agents 
would travel to the city in instances re- 
quiring personal contact. The fact that 
several miles of railway would be without 
an agent, said the commission, is not con- 
clusive so long as the necessary services 
usually performed by an agent are avail- 
able. The fifth and last factor, noted the 
commission, is the adequacy of service 
proposed to be substituted for the existing 
service and whether such substituted serv- 
ice meets the needs of the public. The 
public, in such an instance, refers to the 
“shipping public and the users of railroad 
service generally. Re Southern P. Co. 
Order No. 37014, RF-144, October 6, 
1960. 


Service Agreement Provides for Tax Burden 


_ New Jersey commission approved 
a service agreement between Rock- 
land Electric Company and its parent cor- 
poration, Orange & Rockland Utilities, 
Inc., whereby the subsidiary is allowed a 
net return of 6 per cent, after federal in- 
come taxes, on depreciated original cost 
of plant. The agreement previously in 
force allowed Rockland Electric a gross 
rate of 7 per cent on plant investment, 
with no provision for income tax expense. 
At present tax rates, the 7 per cent return 
had diminished to an actual return of 4.1 
per cent. 

When the old agreement was last 
amended in 1936, the maximum normal 
income tax rate was only 15 per cent. 
The subsequent rise in the tax rate necessi- 
tated a change in the return provision. 

Rockland Electric transmits and dis- 
tributes electricity to customers in part 
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of several counties in New Jersey. The 
company has no generating plant of its 
own and does not employ any personnel of 
its own, other than corporate officers. 
Orange & Rockland provides electricity 
and the service related to production, 
transmission, and distribution for the 
subsidiary. 

The agreement provides for the alloca- 
tion of charges for the operation and main- 
tenance of facilities, line construction, and 
administrative expenses, as well as depre- 
ciation, taxes, and insurance expense. 
Charges will be made on a direct basis 
when possible; otherwise they will be ap- 
portioned on the basis of a revenue ratio 
for new business and general and ad- 
ministrative items, and on a customer 
ratio for all other items. Re Rockland 
Electric Co. Docket No. 607-458, October 
26, 1960. 


| 

6 

Ger 

fs 

3 

: 
930 


PROGRESS OF REGULATION 


State Economic Vitality Demands Rail Freight Service 
Unburdened by Deficit Passenger Operations 


OINTING to the need of the whole popu- 

lace of Maine for an efficient rail 
freight service essential to the industrial 
and economic vitality of the state, the 
Maine supreme court ruled that the Maine 
Central Railroad Company must be per- 
mitted to discontinue all of its passenger 
service, which has put the company’s sol- 
vency in jeopardy. Continuation of some 
passenger service losses might be justifi- 
able, the court conceded, if profits from 
freight business were steady and adequate 
to keep the entire operation on a sound 
financial basis. But it appeared that freight 
business was declining along with passen- 
ger patronage. 

Competition with the trucking industry 
operating over tax-supported highways 
has become more vigorous with each 
passing year. In 1958 Maine Central was 
compelled to apply 57 per cent of freight 
profit to subsidize passenger service and 
absorb the passenger deficit. This unrea- 
sonable burden, it was pointed out, has 
prevented the company from modernizing 
its freight operations and remaining com- 
petitive. 

It appeared that only a small segment of 
the public used Maine Central’s passenger 
service, and then only when other pre- 
ferred transportation could not be pro- 
cured. 

The court considered the actual need 


for this service so small as to be almost 
nonexistent. 


Losses Endanger Debt Refunding 


Evidence showed that the minimum 
avoidable losses from passenger service 
amounted to $744,480 a year. Although 
the railroad remains solvent, its earnings 
are entirely inadequate to provide for 
proper replacement and improvement of 
equipment. It is in arrears as to payment 
of dividends on preferred stock and has 
paid no dividends on common stock since 
1931. Its rate of return in 1958 had de- 
clined to a confiscatory 2.84 per cent and 
its trend of earnings is downward. The 
company will have to refund more than 
$9 million of first mortgage bonds in 1961. 

The commission had authorized the 
company to discontinue half of its pas- 
senger service but required it to continue 
the rest for a trial period of a year. The 
court thought the company’s past ex- 
perience and present trends make it pos- 
sible to foretell with relative certainty 
the disappointing results of the trial 
period. In the court’s view, the evidence 
entitled the company to throw off the bur- 
den of passenger service without further 
delay based on illusory hopes of a reversal 
of trends in passenger operations. Maine 
Central R. Co. v. Maine Pub. Utilities 
Commission, 163 A2d 633. 


Sale of Water Company to Mutual Denied 


HE California commission denied a 
water company authority to sell its 
assets to a mutual. The evidence showed 
that a substantial number of the com- 
pany’s customers did not wish to join the 
mutual. To grant the application would 
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force such users to join the mutual against 
their wishes, because the company’s water 
system was the only practical source of 
supply in the area. 

The commission, in considering the ap- 
plication, had been mindful of evidence 
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which indicated that the company had 
been operating at a small out-of-pocket 
loss. 

However, the record clearly estab- 
lished, and applicant conceded, that it had 
not applied to the commission for an order 


seeking compensatory rates. Some of the 
protesting witnesses had testified that they 
had no objection to paying compensatory 
rates set by the commission. Re Roe, De- 
cision No. 60941, Application No. 42317, 
October 25, 1960. 


Unequivocal Dedication Essential to 
Public Utility Status 


HE California commission ruled that 

a warehouse business limited as to 
accounts and commodities was not a public 
utility subject to regulation. The evidence 
indicated that the operator conducted a 
private warehouse, as affirmatively indi- 
cated by a sign on the warehouse building 
and on the business stationery. The opera- 
tor accepted accounts from friends or from 
persons recommended by friends, reject- 
ing all others. Because the operator lived 
in a penthouse on top of the warehouse, 
she accepted only commodities which were 
neither hazardous nor offensive. 

The applicable statute makes warehous- 
ing subject to regulation as a public utility 
if the business is conducted for “the public 
generally.”” Under a state supreme court 
ruling dedication of property to a public 
use is a prerequisite to a finding of public 
utility status. Such dedication is never 
presumed but must be shown by evidence 


of unequivocal intention to dedicate. This, 
in turn, can be shown by evidence that 
the property or service is available to the 
public and not just to privileged indi- 

“viduals. From the evidence in the case the 
commission could find no unequivocal in- 
tention to dedicate the warehouse property 
to a public use. 

A dissenting commissioner, holding that 
this business constituted a public utility, 
contended that service or holding out of 
service to a certain segment of the public, 
or without exact limitation, is sufficient to 
constitute dedication. The commissioner 
thought the operator’s practice of accept- 
ing only clients vouchsafed by her ac- 
quaintances merely reflected good business 
acumen. The majority opinion, he 
thought, confused sound business judg- 
ment with class limitation. Re Walters, 
Decision No. 60846, Case No. 6290, Oc- 
tober 4, 1960. 


Past and Prospective Return Allowances 
For Local Service Air Carriers 


_." Civil Aeronautics Board held that 
the cost of capital is an appropriate 
guide for ascertaining a fair and reason- 
able return on investment for local service 
air carriers transporting mail. The substi- 
tution of an operating ratio or other op- 
erating factor for a rate of return on in- 
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vestment was held not warranted as a 
general practice. 

For future rate periods, a capital cost 
of 5.5 per cent for debt and 21.35 per cent 
for equity applied to actual capital struc- 
tures of the individual carriers was held 
to constitute a reasonable basis for fixing 
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the return on investment. This was subject 
to a minimum floor of 9 per cent and a 
maximum of 12.75 per cent. Where in- 
vestment was less than 25 cents per plane 
mile, a floor of 3 cents per plane mile was 
directed to be used. 


Past Period Return 


The board decided that a differential 
in the return as between the past and 
future periods was warranted. When a 
rate is being fixed for a past period on 
the basis of known results, the board 
pointed out, the government assumes the 
normal business risks to which the carrier 
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would otherwise be subject. Since none of 
the uncertainties involved in forecasting 
future results are present in a proceeding 
involving a past period, the carriers are 
assured protection against unforeseen op- 
erating risks for which a prospective rate 
might have made inadequate allow- 
ances. 

The shifting of risk from carrier to the 
government must be reflected in lower 
rates of return for past rate periods. Seven 
per cent was found to be fair and reason- 
able. Re Rate of Return for Local Service 
Carriers, Docket 8404, Order E-15696, 
August 26, 1960. 


Electric Company Obligated to Serve 


Beng New York supreme court granted 
an application for an order directing 
an electric company to supply service. The 
company contended that the petitioner was 
not the owner or occupant of the premises 
and that its application was a subterfuge 
to obtain service for another. 

The company had previously served the 
premises but had discontinued service 


upon nonpayment of an outstanding bill. 
The applicant had occupied the second 
floor of the premises in question for seven 
years. He had not previously had an ac- 
count with the company. He had evi- 
denced a willingness to pay his bills and 
post a deposit. Gem Credit Corp. v. Con- 
solidated Edison Co. of New York, Inc. 
205 NYS2d 423. 


Creation of Competition Not Valid Reason 
For Grant of Additional Authority 


HE Pennsylvania superior court re- 
versed a commission order granting 
authority to an oil and oil products motor 
carrier to render service in a larger terri- 
tory. The court held that the applicant had 
failed to meet its burden of showing public 
necessity for additional service and inade- 
quacy of existing service. 
The commission had based its grant on 
a finding that the public generally would 
benefit and that it was the commission’s 
duty primarily to consider the general 


public and only secondarily to protect cer- 
tificated carriers from competition. The 
applicant, noted the commission, had a 
relatively small operation in competition 
with three large protestants, and had in- 
sufficient business to keep its vehicles fully 
occupied. Enlarging the present rights 
would tend to benefit small customers. 

On the other hand, the commission had 
noted, if protestants’ service was as con- 
tended, the excellence of such service 
would preserve them immune from the ap- 
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plicant’s competitive efforts and the ap- 
plicant would derive no real benefit from 
the additional rights. The fact that the 
additional rights were granted to the ap- 
plicant would serve as a stimulus to the 
protestants to persevere in rendering im- 
partially excellent service to all customers. 

Since there was no evidence of need 
for the proposed service and inadequacy 
of existing service, held the court, the 


question of the extent of competition call- 
ing for the exercise of administrative dis- 
cretion was not before the commission. 
Under the established law, the commission 
cannot grant additional authority for the 
sole purpose of creating competition and 
without reference to need or inadequacy. 
Coastal Tank Lines, Inc. et al. v. Pennsyl- 
vania Pub. Utility Commission, 163 A2d 
706. 


Other Recent Rulings 


Dual Certificate. The U. S. district 
court held that the ICC had not erred in 
granting a contract carrier a certificate 
to operate also as a common carrier, 
where the certificate contained a prohibi- 
tion against common carrier service from 
shippers utilizing contract carrier service 
as consignors or consignees to safeguard 


the dual operation, consistent with the 
public interest and the national transpor- 
tation policy. Yale Transp. Corp. et al. v. 
United States et al. 185 F Supp 96. 


Service Suspension Justified. In deny- 
ing a preliminary injunction sought by 
shippers against the discontinuance of 
railroad service, a federal district court 
pointed out that the railroad’s cessation 
of operations as a result of washed-out 
bridges and tracks was not voluntary 
abandonment within the meaning of a 
statute requiring commission approval of 
abandonment, and the court declined to 
act further until the commission had 
passed upon an abandonment application 
already filed. Myers et al. v. Arkansas & 
O. R. Corp. et al. 185 F Supp 36. 


Banana Discrimination. A_ shipping 
line which held itself out as a water com- 
mon carrier could not discriminate 
against shippers of bananas as to cargo 
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space accommodations, notwithstanding 
‘that the line had always carried such 
commodity on a contract basis, according 
to the U. S. court of appeals. Grace Line, 
Inc. v. Federal Maritime Board, 280 F2d 
790. 


Suburban Zone Rates. The Indiana 
commission authorized a telephone com- 
pany to substitute suburban zone monthly 
rates in rural areas for the mileage sys- 
tem rates upon inauguration of dial tele- 
phone service. Re Indiana Bell Teleph. 
Co., Inc. No. 28769, September 9, 1960. 


Showing of Financial Plan. The Fed- 
eral Power Commission declined to re- 
quire Portland General Electric Company 
to submit a definite plan with definite 
commitments and undertakings to finance 
the proposed Round Butte hydroelectric 
development, since the company had a 
history of successful operation of a sub- 
stantial electric power system and had 
shown its ability to finance the Round 
Butte development. Re Portland Gen- 
eral Electric Co, Project Nos. 2030, 
2259, September 12, 1960. 


Scope of Certificate Case. Rate ques- 
tions raised by an intervening customer, 
looking to the creation of rate zones, were 
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considered improper by the Federal 
Power Commission for determination in 
a proceeding involving a natural gas pipe- 
line company’s request for authority to 
construct segments of loop pipeline. Re 
Atlantic Seaboard Corp. Docket No. G- 
20091, September 16, 1960. 


Cost-of-money Comparisons. The In- 
diana commission held that cost of 
money of comparable privately owned 
utilities was admissible in a water rate 
proceeding since such evidence was di- 
rected to the first test of a fair rate of 
return; i.e., that a fair return must be 
equal to that generally being made on 
investments in other business undertak- 
ings attended by corresponding risks and 
uncertainties. Re Indiana Gas & Water 
Co., Inc. No. 28185, September 16, 1960. 


Inquiry into Pipeline Capacity. Even 
though a natural gas pipeline company 
agrees not to contest the adequacy of its 
capacity to provide service sought by a 
community under § 7(a) of the Natural 
Gas Act, nevertheless, the commission 
will inquire into the question of capacity 
as a matter of public interest and proper 
regulation, the Federal Power Commis- 
sion pointed out. Village of Stonington, 
Ill. v. Panhandle Eastern Pipe Line 
Co. Docket No. G-16578, September 20, 
1960. 


Managerial Rate Adjustments. The 
California commission pointed out that, 
although under ordinary circumstances 
carriers should be authorized to adjust 
their own rates within the zone of rea- 
sonableness so long as those rates are 
just, nondiscriminatory, or otherwise not 
unlawful, such carriers should not be al- 
lowed to make adjustments irresponsibly, 
like singling out a particular commodity 
for special rate treatment without a rea- 
son for so doing. Re Pacific Southcoast 
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Freight Bureau, Decision No. 60785, Ap- 
plication No. 40562, September 27, 1960. 


Station Agency Remains Open. The 
Missouri commission ruled that a rail- 
road freight agency station must remain 
open to serve a small rural community, 
even though there are two other stations 
within five miles, where the amount of 
business—principally from two firms— 
indicated a real need for the station and 
where the station operated at a profit 
Re Missouri P. R. Co. Case No. 14,460, 
September 28, 1960. 


Extraterritorial Service Denied. The 
Wisconsin commission refused to order 
an extension of service into one telephone 
co-operative’s territory from the ex- 
change of another co-operative, merely 
to afford several applicants additional ex- 
tended area because of an alleged com- 
munity of interest, where authorizing the 
service would probably result in the ulti- 
mate loss of many customers in the one 
co-operative’s area to the detriment of 
remaining customers. Re Braithwaite et 
al. 2-U-5385, September 29, 1960. 


Telephone Company Return. The Min- 
nesota commission granted a small tele- 
phone company increased rates which 
would produce a return of 4.69 per cent 
on the fair value of its property. Re Peo- 
ples Teleph. Co. M-4663, October 3, 
1960. 


Measure of Equity Return. In denying 
rehearing of a recent interim rate order 
for a natural gas pipeline company, the 
Federal Power Commission observed 
that a company’s historical return on 
book equity, while properly considered 
with other factors, is not a direct measure 
of a proper allowance for equity. Re 
Tennessee Gas Transmission Co. Docket 
No. G-19983, September 27, 1960. 
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Skim Milk Service. The Missouri com- 
mission held that a public utility could 
not collect the cream in its territory and 
reject the skim milk, but was required to 
serve the entire area certificated to it if 
the overall service produced a fair re- 
turn on investment and service to por- 
tions of the certificated territory did not 
result in an unreasonable burden on other 
service. Residents of Halfway et al. v. 
Bolivar Teleph. Co. Case No. 14,393, 
October 5, 1960. 


Bus Line Competition. The New York 
commission denied an application for a 
certificate for the temporary operation of 
an omnibus line between two points in 
Long Island where the proposed service 
would draw bits of traffic from the Long 
Island Railroad, necessitating reductions 
in service and higher railroad fares con- 
trary to the public interest. Re Schenck 
Transp. Co., Inc. Case 21347, October 11, 


1960. 


Discontinuance of Express Offices. The 
California commission granted Railway 
Express Agency permission to discon- 
tinue 11 offices and consolidate the func- 
tions of those offices by extending the 
pickup and delivery limits of two other 
offices where the evidence showed that 
discontinuance was in the public interest 
because it would improve service and 
reduce operating cost. Re Railway Ex- 
press Agency, Inc. Decision No. 60890, 
A pplication No. 42528, October 18, 1960. 


Intrastate Telegraph Rates Raised. 
The Utah commission authorized West- 
ern Union Telegraph Company to in- 
crease intrastate rates approximately 6.5 
per cent to the level of increased inter- 
state rates previously authorized by fed- 
eral authority, where there was no ques- 
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tion of an excessive rate of return. Re 
Western Union Teleg. Co. Case No. 
4915, October 21, 1960. 


Fare Increase. The Nevada commis- 
sion granted a transit company a 10-cent 
increase in all zones, with commuters be- 
ing offered a book of 10 tickets at five 
cents per ride reduction, with an expiration 
date of not more than sixty days from 
date of purchase, and student books at 
the rate of $3.75 for 30-ride ticket books 
with no consideration for zones. Re 
Tanner Motor Tours of Nevada, Ltd. 
I & S Docket No. 237, October 26, 1960. 


FCC Radio License. The U. S. court 
of appeals held that the FCC had not 
erred in granting a license application to a 
radio station on a stated frequency and in 
breaking down that frequency to allow two 
or more stations of a certain class at night, 
notwithstanding possible adverse effect on 
network competition, where the popula- 
tions of the area were underserved by 
radio broadcast. American Broadcasting- 
Paramount Theatres, Inc. et al. v. Federal 
Communications Commission et al. 280 
F2d 631. 


Reopening Rates. The U. S. court of 
appeals held that the CAB could properly 
recompute airmail rates if such rates had 
not been made final. Delta Air Lines, Inc. 
v. Civil Aeronautics Board, 280 F2d 636. 


Review of ICC Order. The U. S. dis- 
trict court held that court review of ICC 
orders is limited to those orders which 
impose an obligation, deny a right, or fix 
some legal relationship as a consumma- 
tion of administrative process, not to 
orders which are only administrative and 
procedural. De Camp Bus Lines v. United 
States et al. 185 F Supp 336. 
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“~ Management skills of high order are required to operate a successful utility in these 
y «s of rising costs. Despite rates fixed by commissions, supplies subject to inflation, and increasing de- 


ting- . e 
Seal ds that tax existing equipment, you must establish a good earnings record. 


280 
These growing demands necessitate system expansion which management must 


ne by issuing securities. Your securities can be underwritten at better rates if your earnings record 
t of ws profit and a promise of growth. 


erly 
had The dependability of your system helps to keep operating costs down, helps to 


: i. act new industry, helps to improve earnings. But no system can be more dependable than its component 


ipment. 
- For over sixty-four years Moloney Transformers have been designed and manu- 


ite ted ‘0 the most exacting standards and thus contribute to greater control over system dependability, 


fix key to earnings and economy of investment. 
ma- 
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When you put the peaking ; ower 
at the point of load (which ca: best 
be done with Electro-Motive Pe king 
Plants) you gain these five i: ipor- 
tant system improvements. 


REDUCED ANNUAL CosTS—You (efer 
investment for new transm: sion 
equipment. You generate pe king 
power without transmission 05S. 


AUTOMATIC PEAKING POWER. You 
get automatic, unattended pe king 
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powe ... practically eliminate prep- 
arati' 1-for-peak expenses. 


AREA PROTECTION—You gain auto- 
matic unattended area protection 
inca 3 of line outage. 


INDEF 2NDENT MAINTENANCE — Your 
peak ig and area protection gen- 
eratic 1 is not affected by central 
Static : maintenance. 


STAN EQUIPMENT— You get 
Stand irdized Electro-Motive equip- 
ment, completely self-housed, port- 


power at the point of load 


able and conveniently sized to fit 
any location. 


The logic of decentralized Electro- 
Motive Peaking Plants can be the 
answer, if you are looking for the 
next step in system efficiency. 


Electro-Motive power can mean sub- 
stantial savings in many areas of 
your system operation. For a com- 
plete description of all the advan- 
tages of decentralized Electro- 
Motive Peaking Plants, contact your 
Electro-Motive representative. 


ELectro-MoriveE DIvISION 
GENERAL MOTORS - 
LA GRANGE, ILLINOIS 


Offices: Chicago, New York, St. Louis, 
San Francisco e In Canada: General Motors 
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I959 CONVENTION 


AT PHILADELPHIA, PENNSYLVANIA 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 


THiS edition contains valuable material on the 
subject of regulation of rates and services of 
public utilities and transportation companies 
including the following: 


Rates of Public Utilities and Transportation Agencies, Valuation, Railroad Problems, 
and Regulation of Public Utilities, Panel Discussion on the subject of “Inflation and 
lts Effect on Utility Regulation of Rates and Utility Financing," Addresses on 
"Legislation Affecting the Federal Regulatory Process" and "The Impact of the Supreme 
Court Decision in the Service Storage and Transfer Case." This volume contains a 
complete transcript of the addresses and committee reports of the 1959 Philadelphia 
meeting. The book is printed and bound in regular book cover. 


Price $10.00—Approximately 500 Pages 


OTHER PUBLICATIONS OF THE ASSOCIATION 


1957—Uniform System of Accounts for Water Utilities 
Class A & B—128 pages 
Accounts for utilities having annual water operating revenues of $250,000 or more .. $4.60 
Class C—100 pages 
Accounts for utilities having annual water operating revenues of $50,000 or more but 
less than $250,000 3.50 
Class D—64 pages 
Accounts for utilities having annual water operating revenues of less than $50,000 .... 2.00 
1958—Uniform System of Accounts for Electric Utilities 
Class A & B—169 pages 
Accounts for utilities having annual electric operating revenues of $1,000,000 or more 
Class C—125 pages 
Accounts for utilities having annual electric operating revenues of $150,000 or more 
but less than $1,000,000 
Class D—59 pages 
Accounts for utilities having annual electric operating revenues of less than $150,000 .. 
1958—Uniform System of Accounts for Gas Utilities 
Class A & B—212 pages 
Accounts for utilities having annual gas operating revenues of $1,000,000 or more .... 
Class C—130 pages 
Accounts for utilities having annual gas operating revenues of $150,000 or more but 
less than $1,000,000 
Class D—60 pages 
Accounts for utilities having annual gas operating revenues of less than $150,000 .... 
1958—Regulations Governing the Preservation of Records of Electric, 
Gas and Water Utilities 
Telephone Separations Manual (Revised October, 1957) 
Local Service Telephone Rates (Revised 1957) 
This includes the rates for all exchanges of the Bell System Companies, the rates in exchanges 
servicing cities of 50,000 population or more (both Bell and Independent), and a tabulation 
of exchanges which had a ten cent coin telephone rate as of June 30, 1957. (with set of 
revised pages for 1958) 


Depreciation: 
1943—1944 Reports of the Committee on Depreciation. A comprehensive and complete 
analysis of the problems of depreciation on public utility regulation 
1946—Methods of Pricing Retirements from Group Property Accounts 
1948—Half Cycle Methods of Estimating Service Life 
1948—Letter Symbols for Mathematics of Depreciation 
1959—Report of Committee on Depreciation 
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data processing, first 
put in operation in a public util- 
oly four years ago, promises to 
‘ge 0S an important weapon in the 
tto old the line on operational 


his is the view of accounting ex- 
tives at Pacific Gas and Electric 
mpan, San Francisco, where two 
re magnetic tape EDP systems op- 
ted by the Central Customers Ac- 
nts Department, reel off 100,000 
tomer bills every working day. 
.G. & E. ordered its first com- 
er in 1956 after studies indicated 
stantial savings in billing and re- 
ed accounting costs. 

The company added a second iden- 
al coniputer system in 1959 and at 
pend of April, 1960, made central- 
rl billing a reality with conversion 
the last of its 2,000,000 accounts 
EDP. Nearly 3,500,000 gas, electric 
d water meters are involved. 

P.G. & E. is confident that the cen- 
lized billing operation will show a 
bstantial profit. Moreover, the com- 
iter application has been extended to 
number of jobs which did not figure 


WDOSTRIAL PROGRESS 


in IBM Report On Electronic Data Processing 
As An Aid to Profitable Operation 


into the original justification studies. 
Many more “bonus” applications are 
yet to come, and with the develop- 
ment of new techniques for manage- 
ment aids it is expected that the com- 
puter will provide a broader approach 
toward profit making than merely re- 
ducing costs. 


Some Computer Applications 


P. G. & Es billing system is a 
completely integrated revenue ac- 
counting operation with customer bills 
being only one of the major outputs. 
Simultaneously with bill processing, 
P. G. & E.’s two IBM 705 Data 
Processing Systems update accounts 
receivable records, prepare informa- 
tion to be sent to the local service 
offices for use in answering customer 
inquiries, furnish collection follow-up 
material, and accumulate statistical in- 
formation. On a monthly basis, the 
computer operation also provides up- 
dated revenue statistics, broken down 
by numerous categories. 

To do all of this accounting and 
document preparation, the aggregate 


With reels of taped information placed inside magnetic tape units (background) which are a part of the IBM 705 data 
processing system the console operator (center) now puts the computer to work. Current amounts due are figured and 
new status recorded on tape at rate of four and a half bills a second. 


computer time spent on the average 
single account during a full month 
is less than one second! As an ex- 
ample of its accounting speed, the 
IBM 705 makes decisions in 34 mil- 
lionths of a second. In eight seconds, 
it can perform 67,200 additions or 
subtractions or 10,000 multiplications. 

The centralized system took over 
work formerly accomplished by four 
previous methods of billing. Billing by 
magnetic tape begins in much the 
same manner as a machine accounting 
billing operation. At P. G. & E.’s ac- 
counting center, the day’s activity be- 
gins as meter books, about 500 a day, 
arrive by company mail from local. 
offices. 

Card punch operators punch cur- 
rent meter readings and usage into 
previously prepared cards for each 
customer, and also punch master cards 
which will enter new customers, ac- 
count closings, and other changes to 
the system. 

The punched information is con- 
verted from cards to tape at the rate 


(Continued on page 24) 
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of 250 cards a minute. Meter reading 
cards are read into one tape, change 
cards to another, and customer pay- 
ments to a third, and all are ultimately 
combined with the previous master 
tape to locate a new master tape which 
contains all necessary data for each 
account. 

The bill is figured and prepared— 
in the form of magnetic spots on tape 
—by computing current status of the 
account from information in the mas- 
ter tape. Contents of tapes are “un- 
loaded” into the computer’s “memory” 
at the rate of 15,000 characters a sec- 
ond. With this information available, 
the computer simply follows a pre- 
programmed set of instructions. These 
cause it to verify current usage for 
each account (by subtracting previous 
reading from current meter reading) ; 
apply the applicable rate, add in any 
previous balance and subtract any 
payment received from the customer 
during the month, and “write” the 
present bill information on a magnetic 


tape. The computer does all of this at. 


the rate of four and a half bills a 
second. 

Two new tapes containing the cur- 
rent billing are produced by the IBM 


705 from this input of combined 
figures. One of these is a “Bill Print- 
ing Tape” and another is a “Bill 
Punching Tape.” Other tapes are also 
formed to print past due collection 
data and notices. 

At the same time, information is 
extracted, “Edited” and put onto a 
third tape used to print local office 
registers. These register sheets list 
complete billing and accounts receiv- 
able detail for every customer who 
has been billed in each billing cycle, 
or serial, as P. G. & E. calls it. Dis- 
tribution of register sheets for re- 
lated accounts is made to each local 
office. 

Each reel of tape, incidentally, is 
a half inch wide and almost a half 
mile long. It stores up to 5,000,000 
characters of information and this 
translates into about 9,000 customer 
bills per reel. 


High Speed Printers Used 


From the computer, the Bill Print- 
ing Tape is transferred to a high 
speed printer where it is decoded. 
Acting on the decoded information, 
the printer turns out bills at the rate 


This is not an offer of these securities for sale. The offer is made only by the Prospectus. 


NEW_ISSUE 


$15,000,000 


Idaho Power Company 
First Mortgage Bonds, 4%%% Series due 1990 


Dated November 15, 1960 


Kidder, Peabody & Co. 
American Securities Corporation 
Hemphill, Noyes & Co. 

Paine, Webber, Jackson & Curtis 


November 16, 1960. 


Price 101.50% and accrued interest 


Copies of the Prospectus may be obtained in any State in which this 
announcement is circulated from only such of the underwriters, including 
the undersigned, as may lawfully offer these securities in such State. 


A. G. Becker & Co. 


Due November 15, 1990 


White, Weld & Co. 
Hallgarten & Co. 

W. E. Hutton & Co. 

Francis I. duPont & Co. 


Incorporated 


of 500 lines a minute or about 3 
bills an hour. 

P. G. & E. currently ope: ates 
such high speed printers, but has 
IBM 1400 printing equipme: t on 
der which is expected to proc .:ce 
bills even faster and at less cost! 

In the printers, the bills ar» wri 
on continuous bill forms. {om 
printers, the continuous fms 
taken to card cutters whic’. die 
the bills to IBM card size. 

From the cutters, the bill 
to a tape-operated card pun 
the customer’s account nur 
amount are punched into the | 
stub section of the bill whic! 
returned to the Central C isto 
Accounts Department, makiig pogf 
ble electronic processing of piyme 

From the card punch, the «ards 
to an IBM highspeed sorte: whi 
bills designated for special ‘iandl 
are removed. The bills are stu 
mechanically by eight machines 
erating at the rate of 80 to % 
velopes a minute, and are taken di 
from the machines by the U. S. P 
Office substation operating in the 
room. 

Return address envelopes enclogf 
with bills, incidentally, bear the 
dress of the local office. 

In this way, even though billing 
centralized, the processing is kept 
a service bureau level. So far as 
customer is concerned, the local mi 
ager is Mr. P. G. & E. 

This, then, is P. G. & E.’s met 
of billing and related accounting. 
operates on a schedule of reading d4 
plus four, which means that billi 
and accounts receivable informatiff., 
is as current as possible when b 
are prepared. 

P. G. & E. maintains 21 billig 
cycles. Actually, three of these 4 
processed in the EDP center dai 
one for cycle billing and two ‘o pra 
ess payments and changes during 
month. 


ard 
Ww 
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Auxiliary Uses of Computer 


While customer billing and »ccoug 
ing is a major application, ”. G. 
E.’s programming staff is forev 
finding new ways to utilize te co 
puter’s data processing capab ‘ities. 

Significant applications in \is cat 
gory include the processiny of % 
valorem taxes; bill frequency studi 
for rate analysis purposes; ‘‘evelo 
ment of mortality curves fo. capil 
accounting; inventory of tir ber 
company owned lands; and evginee 
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studies ranging from evaluation 


on ficiency, flow rates and tempera- 
y operates fe calcvlations for use in design 
s, but has gsteam plants to a power system 
Lipme: t onpiysis nd calculations of plant and 
performance for use in 
t less cost « perations. In addition, pro- 
ls are is in the final stages for 
ms. from grersica of the Company’s stores 
forms g to EDP, and consideration 
whic!. die Mpeing .iven to plant accounting ap- 
size, ation Payroll, accounts payable 


i the ‘‘cost” accounts are slightly 
witier removed, but nevertheless 
nur yer pal aiditions to the work of the 

whic! is tqgigain-t this background of experi- 

al C istong™e it is the opinion of accounting 
nakiig po peutivess that EDP in the utility 

‘of paymegpiiess with a relatively short past, 

the an litriguing present and a tre- 
sorte: wh dous future. Horizons are un- 

cial ‘andi 
> arc stuf 
machines 

80 to 90 

e taken di 
ie U.S. P 
1g in the 
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Computer Will Modernize 
Existing Plant 


CENTLY announced by Allis- 
almers is a contract to modernize 
existing power plant of Gulf 
htes Utilities Company for opera- 
m with computer equipment. Ac- 
rding to the announcement, Gulf 
ates is the first power company to 
ply computer control to an existing 
ation. 
e local maj) Vhen_ completed, the Riverside 
wer station (Lake Charles, La.) 
ll have the necessary controls to 
ow two Allis-Chalmers turbines— 
35,000 and a 40,000-kw unit—to be 
tomatically started when required 
br peak loads and shutdown as the 
ad decreases. The computer will 
tinuously calculate the heat rates 
21 bill the siation so that the plant can 
€ these a at atically regulated at all times 
fain desired conditions. 
wo to pro: ‘time, Mr. J. A. Reich, pro- 
vanager of Gulf States Util- 
apany said: “It is merely 
t of back-feeding the circuit 
automatic station is in our 
ize reach.” 
“me contractor for the ‘“Sys- 
project, Allis-Chalmers 
sgn, furnish and install the 
omplet’ system for automatic con- 
ol. TI > present design of the Allis- 
halme.s turbines and associated 
quipm: at will be extended to facili- 
con puter control. 
The i istrumentation and data proc- 
sing s“stem necessary for computer 
peratic' of the facility will be de- 
ined and manufactured by Con- 
ilidate’’ Systems Corp. (Monrovia, 
alif.), an associate company of 
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Allis-Chalmers, Bell & Howell and 
Consolidated Electrodynamics. This 
firm offers custom engineering for 
industrial and utility systems con- 
trol. 

The new equipment is expected to 
be in service before the end of next 
ear. 

The Gulf States Utilities Com- 
pany was the first utility to install 
the central information system in 
their Neches power station in 1955. 


Assistant Vice President 
Named by United Engineers 


GUSTAVE A. HECKSCHER has 
been named assistant vice president 
in the New Business Department of 
United Engineers & Constructors 
Inc., Philadelphia. 

Formerly new business representa- 
tive, Mr. Heckscher has been with 
the firm for 13 years. He started in 
the purchasing department and ad- 
vanced to the post of director of pur- 
chasing prior to assuming responsi- 
bilities in the new business area. 

Before joining United Engineers 
he was a member of the Sales De- 
partment of Sun Oil Company. Dur- 
ing World War IT he was a liaison 
officer with the 12th Air Force in 
Italy. He attended the University of 
Pennsylvania. 

A principal factor in the heavy 
construction industry, United Engi- 
neers specializes in the fields of pow- 
er generation, metalworking and 
chemical processing. The firm’s 
headquarters are at 1401 Arch St., 
Philadelphia 5, Pa. 


South Carolina Elec. & Gas 
Purchases Four G-E Gas 
Turbine Package Units 


GENERAL ELECTRIC has an- 
nounced a gas turbine package power 
plant which can be purchased for 
$100/kw and can be in operation ten 
days after delivery. At the same time 
South Carolina Electric and Gas 
Company said it had purchased four 
of the new package units. 

According to Alan Howard, gen- 
eral manager of G-E’s Gas Turbine 
Department, these self-contained, fac- 
tory assembled power plants are 
ideally suited for peak load, emer- 
gency, or standby service. 

He said the unit is a result of ten 
years experience by G-E, the nation’s 
pioneer in and the largest maker of 
gas turbines for utility, industrial, 
transportation ‘and marine service. 

Powered by an experience proven 


(Continued on page 26) 


Locating 
GROUND LINE 
POLE DECAY 


is often tricky 


... but OSMO 
Inspectors Spot it, 
Stop it, every time 


When it comes to locating decay 
symptoms, there’s a world of differ- 
ence between inspection methods. All 
OSMOSE Inspectors are permanent 
employees, specially trained and 
alert to locate hidden trouble areas 
which might easily escape less- 
experierced operators. 


And the OSMOSE treatment is 
equally thorough. If decay is pres- 
ent, all infected areas are carefull: 
chipped away, using a special, 
Osmose-designed tool. The remain- 
ing circumference is accurately 
checked to determine safe load-bear- 
ing limitations. Then, liberal quan- 
tities of OSMOPLASTIC and the 
extra wrap-around protection of 
OSMOSHIELD are applied by men 
who know their jobs and take pride 
in their work. In the past 20 years, 
over 5,000,000 poles received this ef- 
fective, long-lasting treatment. 


If you want Inspection and Treat- 
ment that leaves nothing undone to 
keep every older pole safe and sound 
on the job, for less than 5% of re- 
placement cost, get the full facts 
about the Osmose method. Write: 
Osmose Wood Preserving Co. of 
America, Inc., 978 Ellicott Street, 
Buffalo 9, N.Y. 
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11,000 kw gas turbine the package 
plant is a compact, self-contained 
generating station capable of opera- 
tion in conjunction with other gen- 
erating equipment or as an isolated 
and independent station. It can start 
without any external source of power 
and can be on the line at full load 
in less than fifteen minutes. 

J. M. Costello, executive vice pres- 
ident of South Carolina Electric and 
Gas Company, said that the units 
purchased by his company would be 
used in new installations in Beaufort 
and Charleston, S. C. The first two 


units are scheduled to go on the line 
in June, 1961 and the other two in 
mid-1963. 

The South Carolina Electric and 
Gas Company now has total genera- 
tion capacity of 890,150 kilowatts. It 
serves 188,000 customers in South 
Carolina over 1741 miles of trans- 
mission and 7650 miles of distribu- 
tion circuits. 


Ship to Lay Oceanic 
Telephone Systems 


AMERICAN Telephone and Tele- 


graph Company, through its 
Lines Department, annoutized 
recently for a specially-des' »ned 
to lay oceanic telephone s stem 
the future. The vessel, sc! odulefi 
be completed in 1962, wo 'd be 
world’s largest cable- layin; 
“The ship will be built tc lay 
ly-developed telephone cab! and 
plifying equipment that req 
entirely new handling ail a 
methods,” C. E. School, 
Lines director of operation, saif 
“She will be equipped wh lay 
gear designed by Bell cleph 


New Issue 


Harriman Ripley & Co. 
Incorporated 
Kidder, Peabody & Co. 
Dean Witter & Co. 


November 17, 1960. 


The offer is made only by the Prospectus. 


120,000 Shares 


Common Stock 
($10 Par Value) 


Price $26 per share 


The First Boston Corporation 


Eastman Dillon, Union Securities & Co. 


Lehman Brothers 


This announcement is neither an offer to sell nor a solicitation of an offer to buy these securities. 


Central Maine Power Company 


Copies of the Prospectus are obtainable in any State from only such of the undersigned and 
such other dealers as may lawfully offer these securities in such State. 


Coffin & Burr 


Incorporated 


Goldman, Sachs & Co. 
Merrill Lynch, Pierce, Fenner & Smith 


Incorporated 


A. G. Becker & Co. 


Incorporated 
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a ent cble-handling techniques. 

ecia’ features would enable the 
to cperate year round in most 


Wiher (onditions. For example, her 
| wou d be ice-strengthened and 
handling deck enclosed for 
orthern waters. 
Lines is the Bell System 
provides interstate and in- 
| communications services. 
‘ish and Canadian communi- 
-roups, it laid the world’s 
nic telephone cable across 
avtic in 1956. 
junction with other commu- 
htion: organizations, Long Lines 
» instilled a submarine telephone 
em between California and Ha- 
ii in 1957, a second transatlantic 
em in 1959 and a cable system 
veen Florida and Puerto Rico 
ly this year. 
In the planning stage are additional 
phone cables across the Atlantic 
in the Pacific and Caribbean 


ni, Watkins, Jason & Co., Inc. 
Appoints Irwin M. Stelzer 
Senior Vice President 


.Irwin M. Stelzer has been named 
ior vice president of Boni, Wat- 
ns, Jason & Co., Inc., Economic and 
anageinent Consultants. 

With the firm since 1956, Dr. Stel- 
t has served as a consultant to the 
tural gas industry, the transporta- 
bn sector, major manufacturing com- 
pies and investment houses on sub- 
ts including rates, mergers, anti- 
st litigation, industry studies and 
er problems. 

Dr. Stelzer was granted his Ph. D. 
h economics by Cornell University 
d has been a lecturer in economics 
Corn:Il University, the University 
f Connecticut, New York University 
d Th. City College of New York. 
le is t:e author of “Selected Anti- 
st C ses” and many articles on 
gal ai | economic aspects of cor- 
orate ganization, trade practices 
nd bus ness policy. 


acific Power & Light to Place 

Nev. 100,000 KW Unit in 
Operation 

PAC]i Power & Light Company 

Xpects ‘o place in commercial opera- 

fon its Dave Johnston steam-electric 

lant nar Casper, Wyoming as part 

Mf the company’s 50th anniversary 

eebra‘ion in December. 

The jargest steam-electric plant . 


INDUSTRIAL PROGRESS—( Continued) 


1956 and the second unit in May of 
1959. 

A group of PP&L directors and 
officers, headed by Chairman of the 
Board Paul B. McKee, President 
D. R. McClung and Wyoming Divi- 
sion Manager Veryl Hoover, will 
place the second unit officially in serv- 
ice on December 17th. Participating 
will be W. D. Johnston, a PP&L di- 
rector and retired vice president for 
whom the plant is named. 

(Continued on Page 28) 


(100,000 kw) in the company’s sys- 
tem in five Pacific Northwest states, 
its completion is another milestone in 
a program of steam and hydroelectric 
development that in two years have 
more than doubled PP&L’s generating 
capacity. 

Towering as high as a 17-story 
building and visible to travelers for 
miles along U. S. Highway 20, the 
massive structure has become a Wy- 
oming landmark since the start of 
construction of the first unit in June, 


many steps vs.. ONE” 


This vertical treadmill 
converts the energy 
which the man ex- 
pends in climbing end- 
lessly from step to 
step into considerable 
power of compression 


This exclusive R & S service is made possible by 
this machine of our invention 


It is a treadmill to prepare rate bill analyses with your own staff and 
facilities, compared with the compression of time and effort achieved by 
the “One Step” Method. 
_ All the work is done in our office, your staff is free of detail, and most 
important, “One Step” Analyses give you month-to-month reports when the 
data is still fresh and useful. 

Invaluable to rate engineers in checking present trends and plotting 
future ones. And, the reports are strong supporting source material in 
presenting rate cases. 


May we send you the free booklet describing the 
“One Step” Method of Bill Analysis? Simply write Dept. U-1 


RECORDING & STATISTICAL 


CORPORATION 
100 Sixth Avenue - New York 13, N. Y. 
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INCREASING 
LOADS + 
EXPENSIVE 
RIGHTS-OF-WAY = 
EHV 
TRANSMISSION ? 


Commonwealth engineers can help your staff review 
this question and develop the most economical pro- 
gram for your transmission requirements, no matter 
what voltage is indicated. Our extensive experience 
with 345 kv and other high voltages assures clients 
dependable assistance and substantial savings on 
equipment and structures. Your inquiry is invited. 


Commonwealth 


SERVICES INC. ASSOCIATES INC. 


Management Consultants Professional Engineers 


New York,N. Y. Jackson, Michigan 


Lap Houston, Texas Washington,D. 
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A New Computer for 
Small Business 


A NEW computer concept for bringing lectr 
data processing to small business has been : :noy 
by J. W. Schnackel, vice president and ral 
ager of the Remington Rand Univac Divisio:,, Sp 
Rand Corporation. The system, immediately vail 
is called Univac STEP for “Simple Trai sitio 
Electronic Processing.” 

“This new solid-state computer system has been 
veloped for customers now using punched ca d eq 
ment but who have growing electronic data 1 ocess 
needs,” Mr. Schnackel said. 

“A unique feature of this plan,” he conti ued 
its flexibility. With the Univac Solid-State . omp 
as a nucleus, the basic system consists of f ur u 
which can be easily expanded to greater capa: ty w 
growth of business demands it.” 

“The STEP plan,” Mr. Schnackel said, “open 
safe, sane and relatively inexpensive door to : omp 
processing and brings it within reach of s nal 
medium-sized businesses. Yet, the plan is sophi 
cated. The system can simultaneously read four caf 
punch a fifth, print out data and solve arithm 
problems.” 

The four units which comprise Univac STEP a 
a central processor with a 26,000 digit capacity 
high-speed reader handling 450 punched cards 
minute, ‘a punch unit handling 150 cards per min 
and the high speed printer. 

The system can be expanded by adding up to ff 
additional memory units, each of which will ca 
6,000 more digits, making possible an ultimate capaq 
of 50,000 digits which equals that of the standj 
Univac Solid-State computer. Similarly, the b 
central processor’s arithmetic speed can be stepy 
up by the addition of a Multiply and Divide unit. 

Univac STEP will rent for $3500 per month w 
a nine-month delivery schedule. The basic systd 
according to Mr. Schnackel, is compatible with equfEN’ 
ment now in use and can be readily applied to payrf nov 
problems, billing and inventory control jobs, saffi 
analysis, statistical reports and savings and mortg 
loan accounting. The STEP system can be eas 
expanded to include complex production control, plaeryi 
ning and scheduling, wholesale billing and similar jofy 
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Revolutionary New Neighborhood 
"Buying Power" Maps Developed 


OF special interest to public and private ut'lities 
the announcement from C. P. Herbell of Pelhain, Né 
York, president of Sanborn Map Company, Inc, of t 
development of a map pinpointing relative n ighbd 
hood buying power within recognized metr:polit 
areas throughout the United States. 

Seen as a boon to research and planning as well 
to sales promotion of utility services, this m:p pr 
vides an index to the existing number of far ‘lies 
each neighborhood area and classifies them a: ‘ordi 
to five different categories of net income. 

“To the best of our knowledge, this will be ‘he fi 
time buying power has been graphically portr ved 
the neighborhood level on a nationwide scal.” Mg 
Herbell states. “Heretofore, maps and statis ics @& 
graded income classes have generally been broke: do 
only to the city or county level.” 

Maps covering 50 metropolitan areas with 47 p4 
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: i of ‘he nation’s households and 

estim ited 53 per cent of the coun- 
ging tot’ net effective buying power 
een exp: cted to be completed within 
gencral six months. Of these, maps 
vision, l6 si +h areas are already printed 
ately ave ‘able. 


Trai sitiongfEach nap unit, consisting of a 17” 
02”: ap sheet at the scale of one 
1 has beenfet to 000 feet, covers an area of 
ed ca d eq by 1 miles, or 180 square miles. 
ata ocesqmng ith major streets, rivers and 
wndai es, neighborhood areas are 
And within these, five dif- 
-olors are used to measure 
{ poiiray residential area break- 
wns according to five different 
sses of net income per household. 
“open pending on size of the metropoli- 
aree, one or more units are re- 
ired to cover a city. 
The Sanborn Buying Power Map 
ts developed and is being produced 
cooperation with Sales Manage- 
nt, Inc. and its affiliate, Market 
atistics, Inc., and is based in part 
) 1960 statistics compiled by the 
ter Organization coordinated with 
ta obtained for the Sanborn fire 
surance map. 
Individuals or firms interested in 
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1 will cagptaining a sample Buying Power 
rate capa’? and further details should write 
he standgles Division, Sanborn Map Co., 
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month wyelicopter to Patrol Lines for 
sic syst] Central Maine Power 


with equfENTRAL Maine Power Company 
1 to payi& now patroling its more than 1,700 
jobs, saffiles of high voltage transmission 
mortgafnes by helicopter. 
| be eas Also subscribing to the new patrol 
ntrol, plarvice with CMP will be the Range- 
imilar joly Power Company, whose electric 
stem ‘n the western part of the state 


od Snow supplied with electric energy 
ed y Cl\'P. Rangeley’s transmission 
utilities MUS TE” 53 miles from Rumford to 
to Stratton. 

Helicopters, Inc., a new 
nce firm, will provide the heli- 
ie polit .nd pilot for the venture. 

; has been studying the possi- 
— shifting from foot patrol to 
mip pr ‘ol for the past eight or nine 


iany other utilities across the 
\ already use air patrols. 

of foot patrolling have risen 
i as additional load on the pow- 
ivany’s lines over the years has 


tryed 

lc? M about the need for new pow- 
ics dy ces and the miles of transmis- 
dowgp have increased. 


way of contrast, the rates 
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charged for patrolling by helicopter along CMP’s transmission lines. The 
go down as the distance patrolled helicopter patrol is expected to take 
grows. CMP can now patrol cheaper about 13 days to complete. During 
the year the power company’s crews 
By using a helicopter, CMP and _ will also make one careful ground in- 
Rangeley Power can patrol regardless spection of the entire system. 


by air than by foot. 


of the terrain or weather. 
The helicopter can move about 


ground and can maneuver, hover and 


land in areas that a regular fixed-wing 


Previously CMP has used 13 men 


system each month. 


routine flight will be made each month 


Specialized Training Course 
faster and easier than trucks on the On Standby Diesel-Electric Sets 
Offered by Detroit Diesel 


aircraft couldn’t approach. THE installation, 
The air observer will have a bet- maintenance of standby Diesel-Elec- 
ter view of lines, structures and in- tric sets are subjects covered in a 
sulators. He’ll be able to see loose tie specialized training course now of- 
wires, broken strands of conductor fered by the Detroit Diesel Engine 
and signs of insulator flashover that Division of General Motors. The 
can’t always be seen from the ground. course is an addition to Detroit Die- 
Rust on high-line towers, crossarm  sel’s regular service training program 
deterioration and bad tree conditions and is held at the Division’s Training 
will also show up well from the air. School in Detroit. 
The course is open to personnel of 
on foot to hike along its rights-of- public utility companies, radio and 
way. Depending on local ground con- television stations, hospitals and other. 
ditions these men have averaged from institutions who maintain or plan to 
eight to 10 miles a day on foot. To- install this type of equipment for 
gether they have covered the entire emergency standby use. 
Covered are all features of the 
With the new helicopter method, a Division’s Series 71 engine including 
(Continued on page 31) 


operation and 


Jaques -TJ-254 digging at 30-degree angle. 
Ope at up to 45 degrees. — 


| TEXOMA ENTERPRISES, INC. 
| HIGHWAY 75 North, SHERMAN, TEXAS 


Send me FREE detailed literature. 
[] Have representative call. No Obligation. 


STATE. 


HOLE DIG 


Fastest, Strongest, Safest 
most economical! 


Tiene-cnd-money-saving features 
Bea) of Jaques All-Hydraulic Hole Dig- 

m™ gers took 29 years to develop. 
Rugged, versatile Jaques TJ-254 
mounts on standard trucks, drills 
holes up to 48” diameter, to 25’ 
depth, in hardest soil or rock — 


competitive machines! Fewer mov- 
ing parts insures minimum down- 
time, maintenance, operating 
costs. Shock-resistant device re- 
lieves strain in rock digging. Simple 
| to operate with only 3 primary 
| adjustments. FREE DEMONSTRA- 
TION WILL PROVE THESE CLAIMS}! 


NAME. 

ADDRESS ENTERPRISES, INC. 
CITY. 


HIGHWAY 75 NORTH © SHERMAN, TEXAS 
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The P.U.R. Guide 


> A new and different approach to the educational needs of utility employees — calle: 
THE P.U.R. GUIDE—is now widely in use throughout the industry. Somewhat descriptively 
the GUIDE is referred to as “a journey of understanding.” It takes the user through th: 
economics of public utilities and through many other non-technical phases of utility op- 
eration. It was organized by and is issued under the general supervision of an experienced 
staff of specialists. 


» THE P.U.R. GUIDE program is a systematically and consecutively arranged series 0! 
weekly lessons, in pamphlet form, offering a simplified, progressive, step-by-step story 
about the nature of the utility business, its important place in the American economy, the 
present conditions under which it is conducted, its day-to-day cbjectives and responsibili- 
ties, the existing problems with which it is confronted and other current subjects arising 
in connection with organization, financing, management, operation and regulation. This pro- 
gram adds guidance to experience in the development of the company “management team.” 


Features of THE P.U.R. GUIDE 


50 issues of 8 pages (one each week) 


Certificate of satisfactory completion 


Glossary of words and terms and complete index 
Ring binder embossed with enrollee’s name 
Leader’s Manual for group discussion 
Occasional reprints from Public Utilities Fortnightly 


Enrollments on company order only 


Comments about THE P.U.R. GUIDE 


Our Company is currently involved in several training programs, and I feel qualified to 
evaluate the information that you are sending out. I think this type of material is, without 
a doubt, the very best that could be obtained for key utility employees. 


Director of Personnel, Electric Company 


We feel that even those who have been in the utility in- THE P.U.R. GUIDE program is the best basic public 
dustry for many years can learn much by just reading the utility information series I have even encountered. 
material. Vice President, Gas Company 

District Manager, Electric Company . a 


. E 
We all feet that this “information program for utility 
= a dg program that is needed in the public your editors treat the various topics; second the sim- 
° licity in writing. 
Vice President, Gas Company 
Employment Supervisor, Gas Company 
I am sure that the total series of 50 will prove of ines- 
timable value to the utility industry. : There is a definite need for such a type program in our 
Vice President and General Manager, industry. 


Telephone Company Training Assistant, Electric & Gas Comp:.y 


Those in charge of employee education or training may obtain further information from: 


PUBLIC UTILITIES REPORTS, INC., Publishers 
332 Pennsylvania Building * Washington 4, D. ©. 
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disassembly and assembly, 
ble-s:ooting and tuneup proce- 
ss, A partial list of other subjects 
eed includes generator design 
construction, generator trouble- 
hting, voltage regulation and au- 
atic <tarting and shutdown. Fac- 
;invelved in selecting a unit that 
meet various emergency 
siren ents and the proper installa- 
1 of ‘he equipment are also cov- 


e (uration of the complete 
ise is two weeks with classes 
ited t 12 trainees to permit maxi- 
participation in laboratory 


= 


ils on the course and open 
tes available can be obtained by 
ntacting Detroit Diesel distributors 
dealers, or by writing the Detroit 
Division, Product 
rvice Training School, 13400 W. 
ter drive, Detroit 28, Michigan. 


blic Service Co. of Colorado 
Announces Increased 
Construction Program 

ER $54 million in new construc- 
m of electric and gas facilities was 
thorized by Public Service Com- 
y of Colorado’s Board of Direc- 
, recently. In making the an- 
bncement, R. T. Person, president, 
hted, “his new authorization when 
ded to previous but unexpended ap- 
opriations, brings the company’s ac- 
e construction program as of Jan- 
try 1, 1961 to over $77 million. 
“Estimated construction expendi- 
res for 1961 are $45,509,000 and 
bes not include expenditures of 
holly owned subsidiary companies 
hich will require authorization of 
4 respective boards,’ Mr. Person 
rid, 

Approved in the construction pro- 
am is a $26 million 150,000 kilo- 
att generating unit for the com- 
any’s \'almont steam electric station 
ated «ast of Boulder, Colorado. En- 
neerin'; and design of this new unit 
nll tak place in 1961 with major 
struc'ion scheduled for 1962-63 
d coimpletion in 1964. The new 
eam will bring Valmont sta- 
rerating capability to 274,000 


Durii g 1961, electric facilities will 
tquire $32,573,000, gas $9,807,000 
d $3,129,000 will be needed for 
ommor and general plant facilities. 

Continuation of construction on the 
ew 150,000 kilowatt steam electric 
init at Cherokee generating station 


INDUSTRIAL PROGRESS—( Continued) 
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north of Denver is the largest single tric and gas facilities to meet in- 
1961 construction project. This unit is creased usage and the needs of new 
scheduled for completion in 1962 and customers. Yearly, PSCo has been 
will increase the generating capability adding about 10,000 new electric and 
of this station to 380,000 kilowatts. 12,000 gas customers,” Mr. Person 

Expenditures for the new Public said, “which has necessitated that our 
Service Company office building in company invest $152 million in prop- 
downtown Denver are not included erty, plant and equipment since 1955. 
in this $45.5 million budget as it is As we look to the future, everything 
being constructed by a subsidiary points to a continuation of this trend. 
company. Our present estimates for the next 

“Economic and population growth five years call for construction ex- 
in our service area continues at a penditures of $200 million exclusive 
rapid pace,” Mr. Person stated, “re- of subsidiary company construction 
quiring an even faster growth in elec- requirements.” 


This advertisement is neither an offer to sell nor a solicitation of offers to buy any of these securities. 
The offering is made onlv by the Prospectus. 


NEW _ ISSUE November 23, 1960 


$75,000,000 


Consolidated Edison Company 
of New York, Inc. 


First and Refunding Mortgage Bonds, 5% Series S, 
due December 1, 1990 


Price 102% 


Plus accrued interest from December 1, 1960 


Copies of the Prospectus may be obtained from any of the several underwriters, 
including the undersigned, only in States in which such underwriters are qualified to 
act as dealers in securities and in which the Prospectus may legally be distributed. 


The First Boston Corporation Halsey, Stuart & Co. Inc. 
AC; Allyn and Company American Securities Corporation Bear, Stearns & Co. 
ncorpora 
Francis I. duPont & Co. Equitable Securities Corporation 
Hayden, Stone & Co. Wertheim & Co. 
Bache & Co. A.G. Becker & Co. Dick & Merle-Smith _R. S. Dickson & Company 
Incorporated Incorporated 
Hemphill, Noyes & Co. L. F. Rothschild & Co. Wood, Struthers & Co. 
E. F. Hutton & Company Shearson, Hammill & Co. F. S. Smithers & Co. 


Ball, Burge & Kraus Burns Bros. & Denton, Inc. Wm. E. Pellock & Co., Inc. 
Baxter & Company J. C. Bradford & Co. Gregory & Sons Ira Haupt & Co. 
New York Hanseatic Corporation Auchincloss, Parker & Redpath 
Bacon, Whipple & Co. William Blair & Company H. Hentz & Co. The Ohio Company 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 


64 years of leadership in property valuation 
mre AMERICAN APPRAISAL company 


Home Office: Milwaukee 1, Wisconsin 
Offices in 18 cities coast-to-coast 


CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 


BONI, WATKINS, JASON & CO., INC. 


Economic & Management Consultants 


80 Pine Street 919 reg St., N.W. 
New York 5, N. Y. Washington 6, D. C. 
Rate Cases Management and Market Studies Rate of Return Analysis 
Cost of Service Determination Economic and Financial Reports 


BURNS and ROE, Inc. 
ENGINEERS e CONSULTANTS e CONSTRUCTORS 
Engineering and Design © Research and Development © Construction © 
Electric, Steam and Hydro Plants ¢ Aeronautical and Missile 
Facilities © Surveys © Nuclear, Chemical and Industrial Plants @ 
Transmission © Distribution © Reports 


160 WEST BROADWAY, NEW YORK 13, NEW YORK 
Washington, D. C. ° Hempstead, L. |. e Santa Monica, Calif. 


SERVICES INC. Management and Business Consultants 


300 Park Ave., New York 22, N. Y., MUrray Hill 8-1800 


Commonwealth 1 Main St., Houston 2, Texas, CApital 2-9171 
1612 K St., N.W., Washington 6, D. C., STerling 3-3363 


ASSOCIATES INC. Consulting and Design Engineers 
Commonwealth Building, Jackson, Mich., STate 4-6111 


Mention the FortNiGHTLY—I/t identifies your inquiry 
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(continued) 


DAMES & MOORE 


Consultants in Applied Earth Sciences 


cal- 
yo omgpes geo mechanics ‘investigations for recovery and use of marginal land, and for dam 
gn and construction. 


CHICAGO NEW YORK SAN FRANCISCO HONOLULU 
LOS ANGELES PORTLAND SEATTLE ATLANTA SALT LAKE CITY 


Day & ZIMMERMANN, INC. 


ENGINEERS & CONSTRUCTORS 


NEW YORK PHILADELPHIA CHICAGO 
Design — Electric Line Construction — Management — Reports and Valuations 


- Construction 


DRAKE & TOWNSEN 


Incorporated 
11 WEST 42ND STREET, NEW YORK 36, N. Y. 


EMPIRE GAS 
ENGINEERING CO. 
P.O. Box 1738. 

Atlanta 1. Georgia 


Ford, Bacon & Davis 


BaD VALUATION En inecrs CONSTRUCTION 
REPORTS RATE CASES 


NEW YORK @ MONROE, LA. © CHICAGO @ SAN FRANCISCO 


FOSTER ASSOCIATES, INC. 


Rate Cases @ Cost of Service and Other Regulatory Methods 
Rate of Return Analyses @ Rate Design 
Natural Gas Field Price Problems © Economic and Financial Reports 


1523 L STREET, N.W. 326 MAYO BUILDING 403 EMPIRE BUILDING 
WASHINGTON 5, D. C. TULSA 3, OKLAHOMA CALGARY, ALBERTA 


(Professional Directory Continued on Next Page) 
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(continued) 


Francisco & Jacosus 


ENGINEER & ARCHITECT 


Specializing in the location and design of 
Customers Service Centers and Operating Headquarters 


WESTBURY CLEVELAND 


GIBBS & HILL, inc. 


Consulting Engineers 


DESIGNERS ¢ CONSTRUCTORS 
PENNSYLVANIA STATION NEW YORK 1, N. Y. 


ENGINEERS and CONSULTANTS 


525 LANCASTER AVE. 
FOUNDED 1906 READING, PA. 


WASHINGTON ¢ NEW YORK 


GA GILBERT ASSOCIATES, INC. 


W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 
55 Liberty Street New York 5, N. ¥. 


HARZA ENGINEERING COMPANY 


Consulting Engineers 


REPORTS — DESIGN — SUPERVISION 
HYDROELECTRIC PLANTS AND DAMS — TRANSMISSION LINES — FLOOD CONTROL — 
IRRIGATION — RIVER BASIN DEVELOPMENT 


400 West Madison Street Chicago 6, Illinois 


HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1350 HOLLY AVENUE e COLUMBUS, OHIO 


Mention the ForrnicHtLy—It identifies your inquiry 
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(continued) 


JENSEN, BOWEN & FARRELL 


APPRAISALS — DEPRECIATION STUDIES — PROPERTY RECORDS 
COST TRENDS — SPECIAL STUDIES — REPORTS 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
Ann Arbor, Michigan NOrmandy 8-7778 


Michigan Theatre Building 


Personalized Piping System Flexibility Analyses 
Piping flexibility studies made with Available on a confidential basis 
Kellogg’s electronic computer, to consulting engineers and engineering 


individualized on your company forms. departments. Write for details to: 
POWER PIPING DIVISION 


The M. W. Kellogg Company, 711 Third Avenue, New York 17, N. Y. 


NGINEERS 

POWER PLANT SPECIALISTS 
DESIGN + CONSTRUCTION MANAGEMENT 
SURVEYS ¢ INVESTIGATIONS REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 


William S. Leffler, Engineers Associated 


Utility Management Consultants for past 35 years Specializing in 

oe. CLASS COST ANALYSES for Developing CLASS RATES REGULATORY 
oe OF RETURN and UNIT COSTS for use in MuniciPaL 
TELEPHONE RATE CASES AND MODERNIZATION of Rate Structures PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management” 


17 BAYWATER DRIVE DARIEN, CONN. 


N. A. LOUGEE & COMPANY 


Engineers und Consultants 


RATE CASES—APPRAISALS-—DEPRECIATION STUDIES 
BUSINESS AND FEASIBILITY STUDIES—REPORTS 
New York 


120 Broadway 


CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Design and Construction Management 
Steam, Hydro Electric and Diesel Plants—Gas Turbine Installations 
BOSTON, MASS. e<- CHARLOTTE, N. C. 


(Professional Directory Continued on Next Page) 
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(continued) 


Pioneer Service & Engineering Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 


CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 


231 SOUTH LA SALLE STREET 


1025 Connecticut Ave., N.W., Washington 6, D.C. CMe 


Special Operating Studies ‘ 
Planning and Design N COMPANY, INC. 


Reports for Financing 


Economic Studies 


SANDERSON & PORTER ENGINEERS 
DESIGN e CONSTRUCTION 


NEW YORK — NEW YORE 


5 SARGENT & LUNDY = 
= ENGINEERS = 
= Consultants to the Power Industry = 
= @ STUDIES @ DESIGN @ SUPERVISION = 
= 140 South Dearborn Street, Chicago 3, Ill. = 


STANDARD RESEARCH CONSULTANTS, INC. 
Rate of Return © Valuations © Capital Costs 
Customer Surveys © Depreciation Studies 
Regional Economic Studies © Property Records 
345 Hudson St. Warkins 46400 New York 14, N. Y. 


TONE& WEBSTER 
BOSTON 


CHICAGO 


ERING CORPORATION 


SAN FRANCISCO 
LOS ANGELES 


FRUCTION » REPORTS + APPRAISALS SEATTLE 
AMINATIONS » CONSULTING ENGINEERING TORONTO 


Whitman, Requardt and Associates 
Publishers of the HANDY-WHITMAN INDEX 


DESIGN—SUPERVISION OF PUBLIC UTILITY CONSTRUCTION COSTS, 
now in its 35th year and a companion publication the 
REPORTS—VALUATIONS HANDY-WHITMAN INDEX OF WATER UTILITY 
CONSTRUCTION COSTS 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 


Mention the FortNIGHTLY—It identifies your inquiry 
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BURNS & McDONNELL 
Engineers-Architects-Consultants 


4600 E. 63rd St. Trafficway 
Kansas City 41, Missouri 


LUTZ & MAY COMPANY 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 


EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Public Usility Valuations, Reports and 
Original Cost 
910 Electric Building  Indsanapolis, Ind. 


MINER AND MINER 


CONSULTING ENGINEERS 
INCORPORATED 
GREELEY, COLORADO 


Littleton, Colorado 
Tucson, Arizona Phoenix, Arizona 


COFFIN & RICHARDSON, INC. 
CONSULTING ENGINEERS 
Appraisals and Valuations For Regulatory, 
Tax, and Other Purposes 
Rate Case Preparation—Cost of Service Studies 
Original Cost and Depreciation Studies 
Rate Design 


88 Devonshire St., Boston 9, Massachusetts 


PITTSBURGH TESTING 
LABORATORY 
Radiography—Soils Mechanics 
Testing—Inspection—Analysis 
Main Office, Pittsburgh, Pa. 

32 Laboratories ix Principal Cities 


ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS anbd SERVICE CO. 


327 So. LeSalle St., Chicago 4, UL 


A. S. SCHULMAN ELECTRIC Co. 


Electrical Contracting Engineers 
founded 1890 
PowER STATION—INDUSTRIAL— 
COMMERCIAL—TRANSMISSION LINES— 
DISTRIBUTION 


2416 S. MICHIGAN AVE, CHICAGO, IA, 
Angeles Tampa 


GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 


Original Cost and Depreciation Studies 
Rate Analyses—Iineurance Surveys 


HARRISBURG, PENNSYLVANIA 


SVERDRUP & PARCEL 
Gagineers & Consultants 


Design, Construction Supervision 

Steam and Hydro Power Plants 

Power Systems—Industrial Plants 
Studies—Reports 


St. Louis San Francisco Washington 


INTERNUCLEAR COMPANY 
Nuclear consultants, engineers, and 
designers 
Economics of Nuclear Power, Reactor 
Analysis and Design, Shielding, 
Special Applications 


Clayton 5 Missouri 


A. W. WILLIAMS INSPECTION CO., INC. 


Specialized Inspection Service 
Poles, Crossarms, Lumber, Piles, Crossties 
Preservative Treatment and Preservative Analysis 
208 Virginia St., Mobile, Ala. 
St. Louis 


New York Portland 
Inspectors stationed throughout the U.S.A. 


Jackson & Moreland, Inc. 
Jackson & Moreland International, Inc. 
Engineers and Consultants 
ELECTRICAL—MECHANICAL—STRUCTURAL 
DESIGN AND SUPERVISION OF CONSTRUCTION 
UTILITY, INDUSTRIAL AND ATOMIC PROJECTS 
SURVEYS—APPRAISALS—REPORTS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 
BOSTON — WASHINGTON — NEW YORK 


Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 
ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
332 Pennsylvania Building 
Washington 4, D. C. 


Mention the FortNIGHTLY—It identifies your inquiry 
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*Allen & Company 

*Allied Chemical Corporation—Plastics & Coal 
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*Allis-Chalmers Manufacturing Company 

American Appraisal Company, The 

American Motors Corp. 
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Analysts Journal, The 
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Black & Veatch, Consulting Engineers 
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Burns & McDonnell, Engineers 
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COLUMBIA 
SYSTEM 
29 * 
* 
ioughout its service territory—in Ohio, THE COLUMB 
SYSTEM, INC. 
‘7 West Virginia, Kentucky, 


ginii, Maryland and southern New 
CHARLESTON GROUP: UNITED FUEL GAS COMPANY, 1700 MacCORKLE 
otk — natural gas continues to be the AVENUE, S.E., CHARLESTON, WEST VIRGINIA. COLUMBUS GROUP: THE 
OHIO FUEL GAS COMPANY, 99 NORTH FRONT ST., COLUMBUS 15, OHIO. 
PITTSBURGH GROUP: THE MANUFACTURERS LIGHT AND HEAT COMe 


erred uel for home and industry. PANY, 800 UNION TRUST BLDG., PITTSBURGH 19, PA. * 
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PEAK LOAD TEMPERATURES— C 


How General Electric Helps Kee 
Distribution Transformer 


PRICES DOWN, VALUES 


LATEST PRODUCT of General Electric research— INNOVATIONS 


Permalex transformers—have longer life and increased ° oat 
loadability, at no extra price. . . . developed in response to utility ne js § 


improved performance and reduced costs. ‘art 


transformer goes into the research and er ined 
ing through which General Electric contir .o 
improves the transformers you buy. Inno: tio 
such as Permalex* transformers with M lala 
finish, for example, result in reduced op: ati 
costs for you. 


PRIOR SYSTEM— 


LOAD BUILDING 
YSTEM — stilt 


poor ... through mutual efforts. General Elect tc hg 

long been a leading supporter of electric ui \litie 

| | fs efforts to bring America the benefits of e'ectr 

power. These efforts accelerate load g: owt 

creating a need for more and larger distri!vutio 

DAYS—TURN INSULATION DIELECTRIC BREAKDOWN transformers. This increasing demand contrih 
utes to lower prices through... 


CHART DRAMATIZES Electric's success in 
holding down prices. While labor and material costs 


have steadily risen, G-E distribution transformer MECHANIZATION 


prices are actually lower than in 1953. 
3 . . . in existing and new facilities. Gener 


Electric’s program of increased manufacturi 
| | | efficiency through mechanization has resulted i 
price reductions in 1957, 1958, 1959 and agai 
| this year. Mechanization has depended upor 
your acceptance of... 


STANDARDIZATION 


... resulting in fewer ratings. A survey conducted 
by General Electric revealed that five pole-typ4 
ratings—10/11.2, 25/28, 50/56, 100/112, and 
167/187 kva—are preferred among utiiities 
across the country. General Electric denon 
strated its confidence in utility support of s and-3y 
ardization by lowering preferred-kva 
former prices. Cost studies show that 
standardization will continue... 


«ee TO KEEP UTILITIES’ TOTAL DISTRIBU 
TRANSFORMER OWNING COST AT THE LOWEST POSSIBLE | 
Significant as this program is, it is only one of the many continuing effo 
distribution, transmission, and generation through which General Elec’ . 


helping electric utilities to serve the nation’s growing demand for lov : 
electric power. *Trademark of General Electric Co. 
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